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UNEMPLOYMENT COMPENSATION FOR VETERANS 


Mr. Bussey. The committee will come to order. 

We have before us for consideration, supplemental appropriations 
for 1954, for “Grants to States’ and “‘Unemployment Compensation for 
Veterans.’ Without objection, we will include in the hearings at 
this point the ‘Unemployment compensation for veterans” portion 
of House Document 331. 

(The material referred to follows:) 


“UNEMPLOYMENT COMPENSATION FOR VETERANS 


“For an additional amount for ‘‘Unemployment compensation for veterans,” 
$20,500,000. 

“Unemployment compensation for veterans, next succeeding fiscal year: For manne, 
after May 31 of the current fiscal year, payments to States, as authorized by title IV 
of the Veterans’ Readjustment Assistance Act of 1952, such sums as may be necessary 
to pay benefits for the first quarter of the next succeeding fiscal year, and the obligations 
and expenditures thereunder shall be charged to the appropriation therefor for that 
fiscal year.” 
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Based on experience in recent months, it is now estimated that the requirements 
for benefit payments to eligible veterans will be $20,500,000 more than the amount 
provided by the existing appropriation. This proposed supplemental appropria- 
tion is necessary to permit the Department of Labor to meet the increased 
requirements. 

he proposed provision is needed to provide authorization to advance funds to 
the States, at the end of the current fiscal year, out of the succeeding fiscal year’s 
appropriation so that the States may have funds on hand, as required by State 
law or regulation, before the succeeding fiscal year begins. This authorization 
is similar to those heretofore provided for ‘Grants to States for unemployment 
compensation and employment service administration”’ and “Grants to States for 
public assistance.” 

Mr. Bussey. Mr. Goodwin, you may proceed. 

Mr. Goopwtn. The one you wish to start on is the unemployment 
compensation for veterans, as I understand it; is that correct? 


PRIOR FUNDS APPROPRIATED 


Mr. Bussey. Yes, and in connection with that item, I want the 
record to show that this committee included $15 million in the second 
supplemental bill even though we didn’t have time to hold hearings 
between the time the request for $20,500,000 was received and the 
time the bill was reported. We did that because we recognize that 
this is an uncontrollable item and that we might have a real emergency 
if all of the $20,500,000 request were deferred until we could hold 
hearings and consider it in an orderly manner. 

Mr. Goopwin. I would like to say on the record what I said to you 
a moment ago, that we certainly appreciate that action on the part of 
the committee, because as you know, we are up against a deadline, 
on running out money for this program and the willingness of the com- 
mittee to expedite it will greatly help on that problem. We appre- 
ciate it very much. 

Mr. Chairman, Mr. Siciliano, the Assistant Secretary of Labor, 
accompanied us, today. He may have something of a general nature 
referring to both of these items that he would like to say before we 
start on the detail, if you would care to hear from him. 

Mr. Bussey. I would like for the record to show that Mr. Siciliano 
is from the great State of Illinois. 

We welcome you to the committee, sir. 


GENERAL ECONOMIC REASONS FOR FUND SHORTAGE 


Mr. Siciz1ano. Thank you, Mr. Chairman. I have this very brief 
statement which is going to be general in nature and that is just to 
comment about the reason we are here, today. 

The reason is to present this supplemental appropriation which 
more or less is because of a gradual rise in the unemployed ranks during 
the past few months. Regardless of any reasoning that might account 
for this rise, I think that we must recognize that at least as far as 
one-half of the request is concerned, that dealing specifically with 
unemployment compensation for veterans, we are speaking of benefit 
amounts that is to go to the benefit of veterans. 

Necessarily, we think there is a relation to the other half of the 
request and that relation has to do with grants to States for their 
normal unemployment compensation increases and the consequent 
effect that it would have on the administration of the State programs 
for all of this, both parts. 
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With that thought in mind, I think that would conclude my 
remarks, Mr. Chairman. 

Mr. Bussry. Thank you, Mr. Siciliano. 

Now, Mr. Goodwin, we will be glad to hear your statement, 


GENERAL STATEMENT 


Mr. Goopwin. Thank you very much, Mr. Chairman. 

I have a very brief statement which I would like to make. 

We are requesting an additional amount of $20,500,000 for pay- 
ment of unemployment compensation for veterans for fiscal year 
1954. Our revised estimate of $60,292,608 is made up by a direct 
appropriation of $38,500,000, $1,292,608 available from prior year 
balances, and our supplemental request of $20,500,000. 

To assure that there would be no Jag in the payment of benefits, 
this committee approved and subsequently voted $15 million of this 
request. At the same time, the committee deferred action on the 
remaining $5.5 million, and a change in language which had been 
requested. 

The increase requested is a result of the recent rise in unemploy- 
ment. When we appeared before the House Appropriations Com- 
mittee on March 6, 1953, we reduced our original estimate for 1954 
by $6 million, from $47 million to $41 million, At that time, I said, 
and I am quoting from the printed House hearings 


As you know, our experience with this program is still meager. In making this 
reduction, we are running some risk of having cut it too much and if that proves 
to be a fact, we will have to request additional funds, 

The rate of msured unemployment among Korean veterans during 
the first 6 months of fiscal year 1954 was 1.9 percent. However, the 
rate rose in the latter part of the period, and in January 1954, it 
reached 3.7 percent. 

Mr. Bunce. At that point, would you tell us what the figure was 
for January 1953, so that we might have that comparison? 

Mr. Goopwin. Yes, sir. In January 1953, Mr. Congressman, it 
was 2.8 percent. 

Last year the rate moved upward in February, and then declined 
slowly during the remaining months of the fiscal year. On this basis, 
it is assumed that insured unemployment during the second half will 
average 3.1 percent. 

While an insured unemployment rate of 3.1 percent would be about 
63 percent greater than the 1,9 percent experienced in the July- 
December period, expenditures are expected to almost double those 
of the first 6 months. This is accounted for by the continuing growth 
in the number of Korean veterans in civilian life. It is anticipated 
that there will be an average of 2,650,000, as compared to about 
2,200,000 in the July-December period. 

State expenditures were $6,560,000 in January, as compared with 
$3,240,000 in January of 1953, due in part to a constantly growing 
Korean veteran labor force and in part to a higher rate of unemploy- 
ment. It is expected that expenditures will increase in February and 
March, and then, following a seasonal pattern, taper off through the 
last 3 months of the fiscal year. The expenditures for the first half 
of the year were approximately $20,300,000, and for the last half 
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are estimated at about $40 million. Should this seasonal pattern 
not occur, our requirements may be increased. 

In preparing this request, we have used the latest valid experience 
available. For example, we had been estimating the average cost 
of payments made to supplement amounts paid under the State 
unemployment insurance program at $9; however, experience in the 
first half of 1954 was $8.52. We have, therefore, reflected the lower 
figure in this estimate. 

If the Congress appropriates the $15 million which the House ap- 

roved, it will provide for the payment of benefits until about June 1. 
Without such action, it is estimated that all State agencies will be out 
of funds by March 25, and some State agencies will be running out of 
funds prior to that date, depending upon the accuracy of their esti- 
mates made when requesting funds. In order that State agencies may 
continue to pay benefits, some funds should be made available by 
approximately March 10, 1954. 

The requested appropriation language will permit the Bureau to 
make grants to the States in June of 1954 from the 1955 appropriation. 
Advance grants have been requested by 46 States, and 2 States have 
cited Attorney General’s rulings which would prevent the payment of 
benefits until funds are deposited in the State account. 

We believe the change in language is essential if we are to provide 
the States with funds to pay benefits promptly at the beginning of 
1955. Similar language has been included in the appropriation for 
grants to States for a number of years. 

I might say, Mr. Chairman, and gentlemen of the committee, when 
this was presented to the Senate committee the other day, they raised 
the question as to why we had not had a problem on the language in 
this last year. In other words, the carryover from 1953 to 1954. 
The reason we did not have the problem at that time was because we 
had a small balance which we were able to use to take care of the early 
1954 needs of the States. 

Mr. Chairman, that concludes the statement. I will be glad to 
answer questions. 

CALCULATION OF REQUEST 


Mr. Bussey. Without objection, we will include in the hearings at 
this point, pages 5 and 6 of the justification, which show the me- 
chanics by which this estimate was calculated. 

(The pages referred to follow:) 


Unemployment compensation for veterans—Actual State expenditures, fiscal years 
1958 and 1954 


Fiscal year | Fiscal year Fiscal year | Fiscal year 
1953 1954 1953 (1954 

$8, 284, 262 || $3, 240,541 | $6, 560, 151 

0 3, 255, 288 |} February... OS 

September...............- 3,027,262 |} 4, 458, 336 

Actual Ist 9, 566, 762 Actual 3d quarter. _| 11,343, 406 

$80,288 | 2, 583, 708 April. 3,960,243 

Actual 2d quarter__} 3,163,884 | 10, 696, 496 Actual 4th quarter_.} 10,083, 598 |_........-.. 
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Revised computation of estimated obligations for 6 months, January—June, fiscal 


year 1954 


| | 
| 
ine Derived | Deriva- | Minus ern . 4 
tons | Basis for estimates 
} | 
Veteran population: | | 
Source “Statistical summary of 
| } VA activities.” 
2 | Estimated to be discharged Veterans’ Administration figures: 
| during January-June | July-December 1953 experience 
| | is 400,000. 
3] Total as of June 30, 1954_..| 2,900,000 |.........-|--.--.--..-- Sum of lines 1 and 2. 
4 Average number in civil- | 2,650, plus half of line 2. 


June, 1954. 
Veterans in labor force: 
5 | Minus those in educational | 
status. 


| 
ian life (week), January- | 


6 | Minus those in VA hospi- |. 


: tals or vocational reha- 


bilitation. 


7 | Minus those in mustering- | - 


out status—not seeking 
work. 


8 | Total, lines 5, 6, and 7_. 


9 | Total, veterans in 

labor force, average 
week. 

| Unemployment among vet- 
| erans: 

10 | Net average week volume 
| of insured unemploy- 

ment, 


| 


} 
Pe | 265,000 | 10 percent ofline 4. Rates taken 
| | from VA data. Experience for 
| | October 1953-January 1954 is 10 

percent. 
18,550 | 0.7 percent of line 4, Based on 
} VA data showing 0.7 percent in 
} December 1953 and January 
| | 1954. 

92,900 | Estimated: Number of veterans 
| mustering-out Status in an 
| | average week (206,400), minus 
10 percent in educational status 
| equals 185,800; estimated that 
| 


| half of these (92,900) will be in 
| the labor force, and half will 
not; no data is available. 


376, 450 |-........- 376,450 | Sum of lines 5, 6, and 7. 
| 
| Line 4 minus line 8. 
| 
} 
71,072 totes Insured unemployment rate of 


| 3.1 percent times line 9. Rate 
has risen from January-No- 
vember 1953, average of 2.2 
percent to 2.8 percent in De- 
cember 1953, and to 3.7 percent 
in January 1954. There is 
usually a seasonal decline 


} 
which is expected to average 
| | the rate for the 6 months at 3.1 
| | percent. 
11| Weeks of unemployment | 1,847,872 |-..---.---|---------- | Line 10 times 26 weeks. 
claimed, total. 

12 Supplemental weeks |---..--.----- » ee | Estimated at 15.5 percent of line 
claimed. | | Il, July-December 1953 ex- 
perience was 14 percent, how- 
| | | ever, the number of supple- 
| | mental weeks claimed is ex 
| | | pected to rise as more ‘‘ Korean” 
veterans acquire State wage 

credits. 

13 | UCV only weeks claimed... __|...-------.- 1, 562, 106 |--....-.-- Line 11 minus line 12. 
| Weeks compensated: | 

14 | Supplemental weeks com- yy cgeldndeat 79 percent of line 12 based on 
pensated. | July-December 1953  experi- 

ence. 

15 UCV only weeks compen- | 1, 484,001 |.-..-.-.-- Toccsk opel | 95 percent of line 13 based on 
sated. | July-December 1953 experi- 
| ence. 

Benefit payments: | 

16 | Supplemental payments... | $1, 923, 433 |.......-.- | Line 14 times $8.52 based on 
| | | July-December 1953 experi- 
| | ence, 

17 | UCV only payments. 38, 049, 786 |.......... | Line 15 times $25.64 based on 

July-December 1953 experi- 
| ence, 

18 | Total benefit payments__| 39, 973, 219 |_.....--- ple 315 | Sum of lines 16 and 17. 
| 


Estimate rounded to... 
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ADMINISTRATIVE CONTROL OVER™ FUN DS 


Mr. Bussey. What administrative control is there over these funds? 

Mr. Goopwin. These funds are paid out by the States in conformity 
with the Federal law and the provisions of the different State laws. 
If a veteran qualifies under those laws, then there is no discretion on 
the part of the State officials in paying them. To that extent, there 
is no control over them. 

Mr. Bussey. Should the appropriation not be used in its entirety, 
there is no possibility that these funds could be used for any other 
purpose? 

Mr. Goopwin. That is right, sir. In that case, they would be 
carried over and in the language already in the bill, they are carried 
over for use in the future fiscal year. 

Mr. Bussry. If the entire amount of $20,500,000 that is requested 
in the supplemental should prove to be insufficient, you have no 
alternative except to come back for an additional supplemental in 
order to make up that deficiency, is that correct? 

Mr. Goopwin. That is correct. 


FUNDS RECOMMENDED IN REGULAR APPROPRIATION, 1954 


Mr. Bussry. Mr. Goodwin, I see in your statement, made in con- 
nection with the regular appropriation request for fiscal year 1954, 
you were alert enough to put in what we would call in the investment 

usiness, a hedge clause, which you very carefully read into the state- 
ment you just finished. 

I think in view of that fact, it ought to also show on the record that 
as far as this particular committee is concerned, we recommended 
the entire amount that was asked by the Department at that time. 

Mr. Goopwin. Yes; that is correct, sir, and we appreciate it. 


LANGUAGE CHANGES 


Mr. Bussey. Now, this language that you are asking for, is that 
not exactly the same as has been carried for several years in the grants 
item? 

Mr. Goopwin. Yes, sir. If the language is not identical, it accom- 
plishes the identical purpose. Is the language itself identical? 

Mr. Love. It is as near as we could make it. 

Mr. Bussey. Has any serious question been raised about that 
language by either the House or the Senate in the past? 

Mr. Goopwin. I have heard no question at all, Mr. Chairman. It 
has worked out very satisfactorily. 

Mr. Bussey. Mr. Budge 

Mr. Goopwin. It is a procedure that, as I understand it, is used by 
the Congress in a number of programs of this kind, programs where 
benefits are involved and where the chairman pointed out a minute 
ago, there is no control over the number eligible for benefits. 

There is one other way with which the problem can be dealt. If it 
was possible to get the appropriation early enough so we could make 
our allocations to all the States—it would have to be by the Ist of 
June—then that, in itself, would eliminate the problem. But if we 
don’t get that money, or don’t get the money that soon, then this will 
take care of it by permitting the allocation—the Bureau of the Budget 
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making available money to be allocated for the next quarter, before 
the money is actually available by appropriation. 

Mr. Bussey. Mr. Goodwin, language very similar to this, if not 
just the same, is carried in grants to States for public assistance, is it 
not? 

Mr. Goopwin. I think it is, though I would have to check that to 
be sure. 

Do you know? 

Mr. Love. It is my understanding that it is. 

Mr. Bussey. If there are no questions on the item of unemployment 
compensation to veterans, we will move on to the next item. 


GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION AND 
EMPLOYMENT SERVICE ADMINISTRATION 


Mr. Bussey. The next item is “Grants to States.” At this point 
we will insert the pertinent portion of House Document 331. 
(The matter referred to follows:) 


“DEPARTMENT OF LABOR—BUREAU OF EMPLOYMENT SECURITY 


“GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION AND EMPLOYMENT SERVICE 
ADMINISTRATION 

“For an additional amount for ‘Grants to States for unemployment compensa- 
tion and employment service administration,’ $14,500,000.” 

This proposed supplemental appropriation is necessary to provide for increases 
in the claims workload and for the increased costs, beginning April 1, for State 
salary increases and a return to weekly claims filing. The total cost of these 
program changes is $18,500,000. This proposed supplemental appropriation 
anticipates that $4 million of the existing $6 million contingency fund will be 
used for a portion of the increased costs, reducing the amount of the supplemental 
estimate to $14,500,000 and leaving $2 million in the contingency fund for any 
additional unforeseen cost increases. 

Mr. Bussey. I believe you have a statement to make on that, Mr, 


Goodwin. 
GENERAL STATEMENT 


Mr. Goopwin. Yes; I also have a brief statement on that request. 

Mr. Chairman and members of the committee, we are requesting 
an additional amount of $14.5 million for grants to States for unem- 
ployment compensation and employment service administration for 
fiscal year 1954. With the $192,205,000 already appropriated by the 
Congress there would be available a total of $206,705,000 for the 
administration of the employment security program in the States, as 
compared with our request for $216,400,000 for 1955 and obligations 
of $197,104,247 in 1953. 


WORKLOAD INCREASES 


Of the total amount requested, 91 percent, or $13,227,500, is 
attributable to the recent increase in unemployment and the resultant 
reater benefit claims and applications taking workloads. This 
includes $1,281,300 to provide for taking claims and paying benefits 
on a weekly basis. The balance of $1,272,500 is required to pay for 
the salary rate expected to prevail in the State agencies during the 
April-June period. 
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In approving the 1954 appropriation, the Congress provided a base 
amount of $186,205,000 to finance the workload accomplished at a 
cost of $197,104,247 in 1953, when the average annual State salary 
rate was about $125 less than was allocated to the States in 1954. 
During the year, salary rates have continued to increase. 

In addition, insured unemployment was higher in the first half of 
fiscal year 1954 than it was in the first half of fiscal year 1953. All 
of this points up the considerable adjustment which the State agencies 
have had to make in the first half of 1954. This request does not 
provide for an increase in the quality of operations provided for in 
-_ 1954 allocation to the States, which in itself was well below that 
of 1953. 

During the closing months of calendar year 1953, the economy 
entered a period of adjustment, with some declines in employment, 
and an increase in layoffs. These adjustments are still occurring. 
As a result, State-insured unemployment is now about double that 
of the same period last year. 

It is assumed that the adjustments in defense, and in consumer 
durables and soft goods production will continue during the rest of the 
fiscal year. The normal seasonal rise in employment is expected to be 
accompanied by a seasonal decline in insured unemployment, but 
volumes are expected to continue well above those of recent years. 
It is also assumed that the adjustment process will taper off and will be 
largely completed by the middle of fiscal year 1955. 

During the January-June period, total unemployment is expected 
to average 2.6 million. Insured unemployment is expected to follow 
seasonal patterns and decline from 2,119,923 during the week ending 
February 6 to an average of 1,820,000. 

Such an average would be below the 2 million averaged in the 
comparable periods of 1949 and 1950. An average of 1,820,000 in 
insured unemployment would be at a rate of 5 percent of base-period 
covered employment. Because covered employment has risen about 
4.8 million since 1950, the rate of insured unemployment assumed for 
the January-June period is well below the 6.4 percent rate of 1950. 

Changes in the volume of insured unemployment indicate the 
changes in many of the workload items of the employment-security 
program. An average weekly volume of insured unemployment of 
1,820,000 indicates that 47.3 million weeks of unemployment will 
be claimed in the January to June 1954 period. In the July-Decem- 
ber 1953 period, 25.6 million weeks were claimed, so that the fiscal 
year total is now estimated at 72.9 million. This compares with the 
48.6 million weeks originally allocated to the States for 1954. From 
January 3 through the week ending February 13, a total of 12,253,400 
weeks were claimed. 

STATE SALARY INGREASES 


The 1954 appropriation language did not contain the provision by 
which in recent years, increases in average State salaries above those 
used in the original allocation to the States could be financed from 
the contingency fund. 

The average salary rate used in making the 1954 allocations was 
$3,688. After making those allocations, there were no funds in 
either the base or contingency funds which could be used for increases 
in salary rates. 
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However, employment-security-salary rates do not move inde- 
pendently of those of other State employees. It is now estimated 
that the average for the year will be $3,777, an increase of $89 per 
employee. This would mean that in addition to other adjustments, 
the States would be required to absorb about $3.9 million more. In 
this request, we have provided for the salary rate expected to prevail 
in the States from April 1 to June 30. It provides for absorption of 
these increases in the first 9 months of 1954. 


USE OF CONTINGENCY FUND 


The appropriated contingency fund was $6 million. In preparing 
this request, $4 million of that amount was applied to the cost of the 
increased workloads anticipated. This will leave a $2 million con- 
tingency fund, against which the States currently have a claim for 
$935,000 for the cost of changes in State laws. The balance of about 
$1 million will be available for other State law changes or workloads in 
excess of those currently estimated. 

In closing, I would like to read to the committee a resolution of the 
Federal Advisory Council which has been concerned with the effects 
of financing all employment security operations. The resolution 
reads as follows: 

That the Council urge the Secretary to take whatever steps may seem necessary 
and helpful to assure adequate funds for the functioning both of the Federal 
bureau and the State agencies in the line of securing additional appropriations 
from Congress, especially in the form of a substantial contingency fund. 

That, Mr. Chairman, is the statement, and we will be glad to 
answer questions. 


DELAY IN PRESENTING JUSTIFICATIONS TO THE COMMITTEE 


Mr. Bussy. The committee is a little concerned over the fact that 
it took so long for the justification to get up here. I believe the 
supplemental request was signed last Tuesday, over a week ago today; 
and in accordance with my request, the clerk of our subcommittee 
telephoned the Department the first thing Thursday morning to have 
the justifications brought up as soon as possible. The committee 
didn’t receive them until 11:40 a. m. this morning. 

Is there any particular reason why it took that long to get the 
justification up here? 

Mr. Goopwin. Well, after we got the markup, understood that that 
came to us sometime Thursday, and I think it was the latter part of 
the day on Thursday. We had two appropriations to prepare the 
material for, the two that are before you today. Now, we had re- 
ceived word that the unemployment compensation for veterans was 
scheduled for a hearing on Monday, Washington’s Birthday, and we 
gave that precedence in preparing the material. 

We then started immediately on the other material as soon as that 
was out of the way. We were unable to start on it, of course, until we 
had received the material from the Bureau of the Budget. We did 
work over the weekend on it. We worked over the weekend on it, 
Mr. Chairman, and we gave precedence to the unemployment com- 
pensation for veterans material. 

Mr. Bussey. The Bureau of the Budget’s letter to the President 
is dated February 16. That was a week ago yesterday. 
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Mr. Goopwin. I haven’t actually checked the receipt dates, Mr. 
Chairman, but I had understood we didn’t get it until Thursday. 

Mr. Bussey. I want to assure you, the same as any other Depart- 
ment, that it is the desire of this committee to cooperate as far as 
possible in every circumstance, but frankly, I think we were entitled 
to the justifications sooner than that, especially when a request for 
fast action was made as far back as last Thursday morning. I didn’t 
ask our clerk to call down there to ask for these justifications with the 
idea that we would be stalled and put off. I expected them up here. 

Mr. Goopwin. I would request the opportunity to look into that 
further, but I do know the staff worked on it over the weekend and 
it was not a question of the staff not applying themselves. I don’t 
know why they didn’t get up sooner than they did, in detail, other 
than what I have told you. 

Mr. Bussey. I can’t emphasize too much that when a request 
comes down from the committee, in the future, we expect a little 
better cooperation and effort to meet that request than has been 
displayed in this particular instance. What I said to our clerk, Mr. 
Moyer, when I learned they were not up here late this morning, 
probably wouldn’t look too good in print. 


BUREAU OF BUDGET PROCEDURES IN HANDLING SUPPLEMENTALS 


Did the Bureau of the Budget advise you that they were sending 
up this supplemental request, or how did you happen to know about it, 
and when did you know about it? 

Mr. Hupson. I can answer that, Mr. Busbey. The first informa- 
tion we had that this was up on the Hill was the call I had from Mr. 
Moyer. The Bureau of the Budget sent this up without notifying the 
Department. We knew they had changed the amounts, but then we 
had to go back to the Bureau of the Budget and find out where they 
changed them and why before we could start to provide our justifica- 
tion. 

Mr. Busspny. Is it customary for the Bureau of the Budget to 
notify the Department or not? 

Mr. Hupson. Ninety-nine times out of 100, on supplementals, we 
find out about it from the Appropriations Committee. On regular 
bills, we find out in advance. 

Mr. Bussey. As far as I am concerned I think the Bureau of the 
Budget should certainly be criticized for not notifying you at the 
time they send a request to the Congress, especially in an emergency 
of this nature, when the supplemental bill had to be acted upon by 
the committee in a short period. As I mentioned before, we felt that 
part of this request was of such an emergent nature that we put funds 
in the bill without even having a hearing. 

If we had the justification up here, we might have been able to 
have held hearings on both items and included them in the second 
supplemental bill before it went over to the Senate. 


DETAIL ON BUREAU OF THE BUDGET MARKUP 


Mr. Goopwin. How do we get the detail on the Bureau of the 
Budget markup? 

Mr. Hupson. Mr. Moyer called me Wednesday about it; we called 
the Bureau of the Budget and got the details from the Bureau of the 
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Budget sometime Thursday. The Bureau started to work on it 
probably late Thursday and Friday. Friday we had the call about 
the appearance in the Senate, Monday. Part of the delay took place 
this morning. I sent the material up here to Mr. Moyer at 9:30 this 
morning by messenger. Somehow or other, he got it over in the Sen- 
ate and it was delayed over there until we put a tracer on it and found 
it and got it over here at half past 11 or 12. 


BREAKDOWN OF REQUEST 


Mr. Bussey. How much of this request is for increases in the num- 
ber of unemployment compensation claims to be filed this year? 
Is it the $10 million for net cost of increase in benefit claims, shown on 
page 5, less the $1,281,000 for going back to weekly claims taking, 
plus $748,500 for the veterans unemployment compensation program? 

Mr. Goopwrn. There are some of the other costs that are the direct 
result of increases in the workload, Mr. Chairman. 

For instance, the increase in retirement contributions grows out 
of the fact that additional personnel is put on to take care of the in- 
creased load and that automatically increases the retirement contri- 
bution amount. 

The same thing is true on the postage reimbursement; $13,227,500 
of it is due to the workload increases. Now, that does include the 
$1,281,300 estimated as the additional cost in going to weekly benefits, 
rather than biweekly. That is the only item in there that is not 
exclusively an item of workload increase. 

$1,272,500 is for the salary increase. That allows for the antici- 
pated rise in the salary rate. 

Mr. Bussey. At this point in the record, without objection, we 
will include pages 8, 9, and 10 of the justification and the cost ascertain- 
ment table on page 13. 

(The pages referred to follow:) 


WorKLOADS 


Average volume of insured unemployment 


The level of total unemployment for the second half of fiscal year 1954 is 
assumed to average 2.6 million which is above the 1.6 million average in the second 
half of fiscal year 1953, but substantially below the 3.9 million unemployed in the 
last half of fiscal year 1950 and the 3.2 million in the same period of fiscal year 
1949 when the economy was also in a period of employment adjustments. 

The proportion of this unemployment that will be insured will be exceptionally 
high because most of the layoffs are occurring in covered industry. Although 75.4 
percent of total unemployment in the second quarter was insured unemploy- 
ment, and 82.7 percent in January, it was assumed that as the fiscal year continued, 
the rate would begin to decline and would average about 70 percent for the last 
6 months. 

The application of a 70 percent ratio to total unemployment of 2,600,000 results 
in an estimated average weekly volume of insured unemployment of 1,820,000 
during the last half of fiscal year 1954. 


Tolume of weeks claimed 
Multiplying average weekly insured unemployment by 26 gives a 6 months’ 
total of 47,320,000 weeks of unemployment claimed. 
Initial claims 
The total number of initial claims was estimated by developing a ratio of weeks 
claimed to initial claims. This ratio was based upon past experience and an 
estimate of the influence the economic assumptions would have during the second 
half of fiscal year 1954. It is assumed that unemployment will rise somewhat 
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more than seasonally during January-June 1954, as a result of short-term layoffs 
occasioned by the adjustment of production schedules to new demand-price 
situations. As unemployment rises in the second half of the fiscal year, it is 
assumed that the duration of unemployment will also increase. 

The application of the estimated duration of 5.8 weeks te the assumed volume 
of weeks claims for January—June 1954, results in an estimate of 8,158,621 initial 
claims. This was rounded to 8,200,000. The breakdown of this total into 
intrastate and interstate claims was based upon experience, and interstate claims 
were estimated at 5 percent of the total of 410,000. This was rounded to 400,000. 
During the past 5 fiscal years, the ratio has ranged from 4.2 to 5.6 percent. Intra- 
state claims were the difference—7,800,000. 


Continued claims 


The computation of the number of continued claims estimated for the second 
half of fiscal year 1954 is complicated by the expectation that States will return 
to weekly reporting on April 1. 

The elements of the calculation are as follows: 

1. On a weekly reporting basis, experience shows that about 95 continued 
claims are taken for every 100 weeks claimed. 

2. On a biweekly basis State experience indicates 60 continued claims are 
taken for every 100 weeks claimed. 

3. The number of weeks claimed is usually higher in the January-March quarter 
than in the April-June quarter. In fiscal year 19538, 54 percent of the weeks taken 
in the last half of the year were taken in January-March. In fiscal vear 1950, 
during the inventory adjustment, the January-March proportion was 57 percent 
of the second half total. 

4. It was assumed that the second half of fiscal year 1954 would more closely 
resemble that of fiscal year 1950 than that of last year, and that 57 percent of 
the weeks claimed would fall in the January-March quarter when the States 
would be paid for biweekly reporting only. On this basis, 26,972,400 weeks 
would be claimed in January-March, and 20,347,600 in April-June. 

5. Applying the 60 ratio to 26,972,400 gives 16,183,440 continued claims for 
the January-March period (a biweekly reporting period). This was rounded 
to 16,200,000. 

6. Applying the 95 ratio to the 20,347,600 weeks claimed gives 19,330,220 
continued claims, on a weekly reporting basis, for the April-June quarter. This 
was rounded to 19,300,000. 

7. The sum of the two quarters’ estimates is the 6-month estimate of 35,500,000 
continued claims. 

The division between interstate and intrastate claims for each quarter was 
based on past experience which indicates that interstate continued claims are 
5 pessoas of total continued claims. This percentage was applied and the figures 
rounded, 


Other benefit claim workloads 


The following workloads have been estimated on the basis of past relationship to 
the basic claim loads: 


New applications 

It is estimated that the number of new applications for work taken in the second 
half of fiscal year 1954 will rise seasonally and will total 4,550,000. 

In the first 6 months of fiscal year 1954 new applications totaled 3,948,818. It 
was assumed that the second half of fiscal year 1954 would, like fiscal year 1953, 
account for 53.5 percent of the year’s workload. On this basis, the applications 
taken in the first 6 months indicate a second half load of 4,550,000. 
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Computation of additional State administrative needs ~- January-June 1954 


Required Available | 


Workload i we personnel | personnel | Additional 
(thousands) (minutes) | equiva- equiva- needs 
Tents Ients 
UC direct operations: | | 
Initial claims taking, intrastate... | 7, 800 | 11, 62 | 1, 562 | 971 | * 
Initial claims taking, interstate | 400 39.3 | 271 | 178 
Continued claims, intrastate ___. | 33, 700 4.92 2, 858 | 1, 383 
Continued claims, interstate | 1, 800 17.8 | 552 | 263 
Monetary determinations... . 4, 500 30. 5 2, 366 | 1, 531 
Nonmonetary determinations - 2, 700 57.3 2, 666 | 1, 385 | 
Benefit payments... ........ 31, 000 3.75 2, 004 912 
Benefit appeals 200 542 1, 868 1,050 | 
Experience rating | 1, 130 | 1, 106 | 
Subtotal... 15, 277 | 8, 779 | 6. 498 
Veterans unemploym: ‘nt compensation. - 703 | 354 
Employment Service operations: | | | | } 
New applications 4, 550 16.6 | 1, 302 | 1, 042 | 
Employment Service clerical services. _| } 1, 443 1, 399 
Subtotal | ? 2, 745 2, 441 | 304 
Joint local office overhead: Services to ap- | | 
plicants and claimants... | | 1, 522 | 1, 335 | 187 
7, 338 
Nonoperating time... 296 
Total additional personnel for | 
Average semiannual salary... } $1, 876 
Total... | | 15, 
Salary increases for April —June_- | | £3 
Postage reimbursement | | 
Less contingency funds |----- | —4, 000, 000 
TH bie = | 14, 500, 000 
' 
ADDITIONAL WORKLOAD UNDER WEEKLY CLAIMS TAKING 


Mr. Bussey. 


Could we have for the record a table showing the 


number of initial claims and continued claims handled by months in 


fiscal year 1953 and for the months July through January; 


and esti- 


mates for the months February through June, based on continuation 
of biweekly reporting, and another with the same data based on weekly 


reporting after Apri 


Mr. Goopwin. Yes, we can furnish that. 


tion will be available right now. 
(The document requested follows: ) 


Part of that informa- 


We can furnish it all for the record. 
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more than seasonally during January-June 1954, as a result of short-term layoffs 
occasioned by the adjustment of production schedules to new demand-price 
situations. As unemployment rises in the second half of the fiscal year, it is 
assumed that the duration of unemployment will also increase. 

The application of the estimated duration of 5.8 weeks to the assumed volume 
of weeks claims for January-June 1954, results in an estimate of 8,158,621 initial 
claims. This was rounded to 8,200,000. The breakdown of this total into 
intrastate and interstate claims was based upon experience, and interstate claims 
were estimated at 5 percent of the total of 410,000. This was rounded to 400,000. 
During the past 5 fiscal years, the ratio has ranged from 4.2 to 5.6 percent. Intra- 
state claims were the difference—7,800,000. 


Continued claims 

The computation of the number of continued claims estimated for the second 
half of fiscal year 1954 is complicated by the expectation that States will return 
to weekly reporting on April 1. 

The elements of the calculation are as follows: 

1. On a weekly reporting basis, experience shows that about 95 continued 
claims are taken for every 100 weeks claimed. 

2. On a biweekly basis State experience indicates 60 continued claims are 
taken for every 100 weeks claimed. 

3. The number of weeks claimed is usually higher in the January-March quarter 
than in the April-June quarter. In fiscal year 1953, 54 percent of the weeks taken 
in the last half of the year were taken in January-March. In fiscal vear 1950, 
during the inventory adjustment, the January-March proportion was 57 percent 
of the second half total. 

4. It was assumed that the second half of fiscal year 1954 would more closely 
resemble that of fiscal year 1950 than that of last year, and that 57 percent of 
the weeks claimed would fall in the January-March quarter when the States 
would be paid for biweekly reporting only. On this basis, 26,972,400 weeks 
would be claimed in January-March, and 20,347,600 in April-June. 

5. Applying the 60 ratio to 26,972,400 gives 16,183,440 continued claims for 
the January-March period (a biweekly reporting period). This was rounded 
to 16,200,000. 

6. Applying the 95 ratio to the 20,347,600 weeks claimed gives 19,330,220 
continued claims, on a weekly reporting basis, for the April-June quarter. This 
was rounded to 19,300,000. 

7. The sum of the two quarters’ estimates is the 6-month estimate of 35,500,000 
continued claims. 

The division between interstate and intrastate claims for each quarter was 
based on past experience which indicates that interstate continued claims are 
5 nen? se of total continued claims. This percentage was applied and the figures 
rounded. 


Other benefit claim workloads 


The following workloads have been estimated on the basis of past relationship to 
the basic claim loads: 


New applications 

It is estimated that the number of new applications for work taken in the second 
half of fiscal year 1954 will rise seasonally and will total 4,550,000. 

In the first 6 months of fiscal year 1954 new applications totaled 3,948,818. It 
was assumed that the second half of fiscal year 1954 would, like fiscal year 1953, 
account for 53.5 percent of the year’s workload. On this basis, the applications 
taken in the first 6 months indicate a second half load of 4,550,000. 
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Computation of additional State administrative needs for January-June 1954 


| | | 
Time | Required | Available 
Workload | fact personnel | personnel | Additional 
(thousands) | | equiva- equiva- | needs 
lents |  lents 
UC direct operations: | } 
Initial claims taking, 7, 800 | 11. 62 | 1, 562 | 
Initial claims taking, 400 39.3 | 271 178 
Continued claims, intrastate__.____- 33, 700 | 4.92 | 2, 858 | 
Continued claims, interstate-..____-__- 1, 800 17.8 552 | ee 
Monetary determinations... .___- 4, 500 30.5 2, 366 1, 531 3 
Nonmonetary determinations ____ 2,7 57.3 | 2, 666 | 1, 385 | ith 
Benefit payments. -- 31, 000 3.75 2, 004 | 912 | . 
Benefit appeals 200 542 1, 868 
Experience 1, 130 | 1, 106 | 
Veterans unemployment compensation____|- 703 | 354 349 
Employment Service operations: | 
New 4, 550 | 16. 6 1, 302 1, 042 
Employment Service clerical services_- | 1, 44: 1, 399 
Subtotal_. 2, 745 | 2, 441 304 
Joint local office overhead: Services to ap- | | 
plicants and claimants..................- 3 | al 1, 522 | 1, 335 | 187 
Nonoperating time.....................-- 4 | | 296 


January-June 
Average semiannual salary 


| 
Total additional paren for | | 


Salary increases for April- -June 


Re tirement contributions 


Supplies_. 


Postage reimbursement 


ADDITIONAL WORKLOAD UNDER WEEKLY CLAIMS TAKING 


Mr. Bussey. Could we have for the record a table showing the 
number of initial claims and continued claims handled by months in 
fiscal year 1953 and for the months July through January; and esti- 
mates for the months February through June, based on continuation 
of biweekly reporting, and another with the same data based on w eekly 
reporting after April 1? 

Mr. Goopwin. Yes, we can furnish that. Part of that informa- 
tion will be available right now. We can furnish it all for the record. 

(The document requested follows:) 
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Actual and estimated claim workloads, fiscal year 1953 and 1954 
[In thousands] 


Initial claims Continued claims ! | Weeks claimed 
| 
Fiscal year | Fiscal year | Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1953 1954 1953 1954 1953 1954 

1, 492 980 4, 961 3, 661 5, 308 3,919 

(OS ee eee 716 795 4, 301 3, 294 4, 680 3, 508 

September. 562 817 2, 985 3, 237 3, 159 3, 518 

October..........-- 672 918 2, 746 2, 940 2, 883 3, 522 

November 681 1,241 2, 576 3, 624 2, 706 4, 496 

December 1, 103 1,616 3, 844 5, 485 4, 054 6, 677 

pS Re 1,040 1, 749 4, 602 6, 678 4, 902 8, 215 

Total, February to 

re a 1, 524 3, 100 8, 511 211, 270 9, 052 18, 757 

Total, April to June... 2, 418 3, 351 | 11, 235 | 319, 300 11, 874 20, 348 


1 Continued claims figures represent a combination of weekly and biweekly reporting since some States 
have continued to take claims on a weekly basis, 

? Estimated on a biweekly basis for all States. Allocatec basis. 

3 Estimated on weekly basis for all states. Biweekly estimate for this period would be 12,200. 


Norte.—Totals will not necessarily equal the sum of monthly data due to rounding. 
INCREASES FOR EMPLOYMENT SERVICE OPERATIONS 


Mr. Bussey. How much of the increase is for Employment Service 
operations? 

Mr. Goopwin. It is this one item of $763,500, which is an estimate 
of the increase in the number of applications in the Employment 
Service. That, too, Mr. Chairman, is related to the economic situa- 
tion, the unemployment situation. The estimate is that the number 
of applications for employment in the Employment Service will rise 
considerably, and that is what this item is for. 

Mr. Bussey. That item wouldn’t be so high if it wasn’t for such 
things as placement services for economists and school teachers, 
fancy aptitude testing, counseling high-school students, and so forth. 

Mr. Goopwin. The functions in the items you have mentioned 
are a comparatively small part of the Employment Service total. 
What we are doing in those areas, as we see it, at any rate, is merely 
offering a comparable service to those people, as offered to other 

eople. 
. In other words, as we understand the legislation we are carrying 
out, the Employment Service is something that is available to all 
people who want to use its services, and there is no justification for 
making it available only to certain elements in the labor force. 


STATE SALARY INCREASES 


Mr. Bussey. How was this item of $1,272,500 for State salary 
increases calculated? 

Mr. Goopwin. That is based upon the average salary rate for the 
first 6 months, and an estimate of what it will go to, on the average, 
for the second 6 months. 
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Mr. Bussey. From $3,688 to $3,777? 
Mr. Goopwin. That is right. Yes, that is right. That is the way 
that that figure is derived, the $1,272,500. 

Mr. Bussey. Didn’t you have some difficulty with the States 
regarding the method by which the costs of salary increases would 
be applied against State allocations? 

Mr. Goopwin. Yes, we did. I would say that that is putting 
it mildly, sir. The States felt that they were pinched several ways 
on the budget this year. One, they were caught in a salary squeeze. 
They were controlled by the State practice so far as salaries were 
concerned, and in many of the States the salaries are controlled by 
law and go up automatically under certain conditions for all State 
employees. They were then caught in the pinch of an increasing 
workload, and we really have had a most difficult time in making 
adjustments with the developments that have taken place last July. 

Mr. Bussey. Would you explain to the committee how you made 
everybody happy? 

Mr. Goopwin. The first point to recognize, Mr. Chairman, is that 
not everyone was happy. As a matter of fact, | should say scarcely 
anyone was happy. Most of them have buckled down and done the 
best they could with the resources available, but I must say they have 
had a very difficult time in doing it. It has led, as you know, to very 
unusual actions in several cases, Mr. Chairman. 

For instance, the State of New Jersey has made an appropriation 
out of State funds, which is unusual. There are several States that 
have made available their penalty and interest money which is a 
relatively small amount. The State of California, for instance, 
appropriated—well, in that case, I think it took only action of the 
Governor to do it, but it was $200,000 or $300,000 that was made 
available. Two or three other States have taken similar action. 

Now, when they started dipping into State money for a program 
which by law is sponsored and financed by the Federal Government, 
that means they consider the situation rather desperate. 


REIMBURSEMENTS TO STATES 


Mr. Bussey. I know I am going to be asked the question, in con- 
nection with this item, as to whether or not a State in the situa- 
tion of New Jersey will be reimbursed out of the supplemented 
funds. 

Mr. Goopwin. I think there will be no question about New Jersey's 
entitlement to reimbursement for the second half of the fiscal year, if 
the Congress appropriates the amouut of money that is requested 
here. I think there may very well be a question in relation to any 
moneys spent the first half of the fiseal year. 


LANGUAGE CHANGE 


Mr. Bussey. Why wasn’t the same language change suggested in 
the request before us as is requested in the President’s budget for the 
1955 fiscal year? 

Mr. Goopwin. We had one principal reason for that. We felt that 
the situation this fiscal year needed relief more than for the next 
fiscal year, because the States had to face this problem on the salaries 
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without any notice, this year. You will remember that the allocation 
process was not completed until we were actually in the fiscal year, 
and such steps as the State might take to prepare itself for this kind of 
adjustment, they were unable to do. 

Mr. Bussey. I might say, we get that thrown at us every time a 
proposal is made to cut a grant-in-aid program. I don’t see any way 
that you can put States on notice far enough ahead of time so that 
they can plan for in a way satisfactory to them. As you know, one 
Congress cannot bind another Congress. Frankly I don’t sympathize 
with the viewpoint that the Federal Government should necessarily 
give them 2 or 3 years official notice. I think they take entirely too 
much for granted. Just because something has been done for a year, 
2 years, or even 5 or 10 years, does not mean that it is going to con- 
tinue forever. 

Pardon me for interrupting, but I wanted to get my own personal 
views on the record. 

Mr. Goopwin. Well, I think I said what I wanted to say with 
regard to your question, Mr. Congressman. 


JUSTIFICATION FOR MISCELLANEOUS ITEMS 


Mr. Bussey. On page 5 of the justifications, you have an item for 
$894,600 for retirement contributions. Would you explain for the 
benefit of the committee just how the increase for that item and also 
the increases for supplies and postage were calculated? 

Mr. Goopwin. Well, the retirement contribution is based on 
experience and follows a definite percentage of the total personnel 
cost. 

Mr. Love, do you recall what that percentage is? 

Mr. Love. 4.83 percent of personal services cost. 

Mr. Goopwin. That is a percentage we have arrived at after a 
good deal of experience and this is directly related to that formula. 

Mr. Bussey. How about supplies and postage? 

Mr. Goopwrn. That is arrived at also by the estimates on the 
<r of claims, both initial and continued claims, and the benefits 
paid. 

a the supplies, I would like to ask Mr. Love to make a statement 
on that. 

Mr. Love. That amount was put in to provide for the additional 
supplies which would be needed in connection with the higher claims 
load. We just have more paperwork that has to be processed when 
we have a higher claims load. 

Mr. Goopwin. But is it based upon experience? 

Mr. Bussey. What is the formula based on? I am trying to 
ascertain just how you arrive at this $250,000 for supplies. 

Mr. Love. That is purely an estimate, Mr. Congressman. If we 
considered it anything, we would consider it on the low side, sir. 

Mr. Bussey. You didn’t just reach up in thin air and grab that 
figure out of the heavens, did you? 


Mr. Love. It is to bring obligations in that respect closer to our 
obligations in 1953. 
r. Bussey. Do you have some kind of a formula that you use, 
such as a certain cost per person, like some of the other agencies do? 
Mr. Love. No, sir. 
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Mr. Bussey. Some agencies estimate their costs of supplies at $30 
for each person they have working. 

Mr. Goopwin. We do not have a formula on that. We have con- 
sidered this on the basis of requests made by the States. What 
happened in the original allocation of 1954 money is that the cut was 
sufficiently deep that we had to reduce nearly all requests for supplies. 
We did it knowing that the States in some cases would have to take 
it out of other items in the budget. 

As Mr. Love indicated, this would be a partial restoration of the 
extremely deep cut we made in the supply item when we allocated 
1954 money. 

Mr. Bussey. At the end of the fiscal year, let us say, you have 
$100,000 of the $250,000 unobligated. What happens to that $100,000? 

Mr. Goopwin. That would carry over until the next fiscal year. 

Mr. Love. Yes. The grants would be reduced, Mr. Congressman, 
in the oext succeeding year. 

Mr. Bussey. Would you use that for anything except supplies in 
the next fiscal year? 

Mr. Goopwin. Yes, it could be. It could be under the laaguage 
of the appropriation. 


STATUS OF CONTINGENCY FUND 


Mr. Bussey. You had a contingency fund of $6 million. How 
much of that has been used to date? 
Mr. Goopwin. The figure on that, Mr. Congressman, the amount 
obligated is $2,264,000, roughly. 


REASON FOR REQUESTING INCREASES IN BASE APPROPRIATION 


Mr. Bussey. Now, most of this request is for unforeseen workload 
increases. That is what the contingency fund is supposed to be used 
for, but you are requesting this supplemental appropriation as an 
increase in the base appropriation rather than an increase in the 
contingency fund. Why is that? 

Mr. Goopwin. Well, we did it for this reason, Mr. Chairman. We 
felt that at this point in time with the increase that has already taken 
place in the workload, the increase in unemployment and the resulting 
increase in claims, that we were not in a position of asking for money 
for an unknown workload. We know what the load is, now, and we 
feel that we can make, with a fair degree of accuracy, an estimate of 
what it will be for the rest of the fiscal year. We feel that it is possible 
under those circumstances to reduce the amount of the contingency 
fund, which we are suggesting be reduced to $2 million, and that 4 of 
the total 6 go into the calculations of the workload itself. Admittedly 
it could done either way. We feel it presents a more understandable 
picture, with what is known now about the workload increases, to 
present it this way. It could have been done the other way. 

Mr. Bussey. The workload of the bureau is directly affected by 
the number of people unemployed in the country, is that right? 

Mr. Goopwin. Particularly in the States, yes, sir. 
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FORMULAS FOR DETERMINING UNEMPLOYMENT 


Mr. Bussey. Are you caught in this debate on the two formulas of 
determining the total number of unemployed in the country? 

Mr. Goopwin. To some extent we were because although we have 
our own figure on insured unemployment, which in many ways is the 
most reliable figure available on unemployment—it is an actual 
count. It isn’t a sample process; it is an actual count in all the 
States—people were beginning to raise their eyebrows about the per- 
centage receiving unemployment insurance, the percentage to the 
total number of unemployed. At one point in January it showed a 
percentage of about 85 percent. Then the Census Bureau came out 
with their revision of their estimate and that dropped it back down 
to about 70 percent. You will remember in January they came out 
originally with a figure on unemployment of 2,360,000, and then 
they put in their new method of survey later in January, and then 
the figure went up to 3.1 million. That changed the ratio between 
the 3.1 million and our 2.1 on insured unemployment. 


NUMBER OF DEPARTMENTS PUBLISHING UNEMPLOYMENT FIGURES 


Mr. Bussey. How many agencies of Government are putting out 
figures on unemployment in this country? 

Mr. Goopwin. There are only two of any consequence and that is 
the Bureau of the Census and ourselves. We are talking about 
unemployment figures now? 

Mr. Bussey. Yes. 

Mr. Goopwin. The Census Bureau does it on a sampling done in 
25,000 households throughout the country. What we have is derived 
from the unemployment insurance figures. They don’t cover all 
the work force, they don’t profess to be the total unemployment 
figure. It merely covers those people covered by the unemployment 
insurance laws, which is about 60 percent of all workers. 

Mr. Bussey. I suppose someone could bring forth a new method 

and argue logically that it is better than the other two. 

Mr. Goopwtin. I think that is possible. 

Mr. Bussey. It is like quoting a well-known economist on any 
proposition. You can get other economists as well known as the 
first one, to be quoted just the opposite of the first economist. 


SIGNIFICANCE OF UNEMPLOYMENT FIGURES 


Mr. Bussey. I wonder what they mean when you get them. 
They certainly can’t be accurate enough to be useful except in 
indicating general trends. 

Mr. Goopwin. Ours are accurate insofar as they go. With regard 
to those covered by unemployment insurance laws, ours are accurate. 
It is tabulated from the figures we get from each State. They don’t 
tell the whole story because they cover only about 60 percent of the 
total work force. Sometimes the percentage of unemployment is 
higher among those covered by unemployment-insurance laws than 
it is at other times. 

The ratio runs all the way from about 60 percent of the unemployed, 
in the—no, wait a minute, I am wrong. It is lower than that. It 
runs to a little less than 50 percent. 
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This is an interesting table, Mr. Chairman. This is a table going 
back to 1948 and showing the percentage of covered employment to 
the total unemployment and it runs all the way from 42 percent to, 
on this one, 70 percent; 70 percent in the January-June period of this 
year. No, that is an estimate. I am sorry. The July-December 
period of last year was almost 70 percent and the estimate for January 
to June 1954, 70 percent. The low point is 42 percent. 

Mr. Bussey. I| think this is a rather interesting table. Without 
objection it will be inserted in the hearings at this point. 

(The document referred to is as follows:) 


Average total and insured unemployment 


| State unemployment insurance | Insured 
programs unem- 


Fiscal year | | | | roe 
Tha overec nsure¢ | 4 
Total | Rate em) loy- | unemploy-| Rate | 
ment ? ment | Bnew 
ploy- 
| | ment 
Percent | Percent} Percent 
es TIO I 60, 750,000 | 2, 069, 000 3.4 | 31, 638, 000 958, 200 3.0 46.3 
July-December 1947......| 60, 967,000 | 1,924, 000 3.2 | 31, 515, 000 $49,600} 27) 44.2 
January-June 1948. -..... 60, 531,000 | 2, 214, 000 3.7 | 31,761,000 | 1,066, 800 | 3.4 | 48.2 
ee 4 ......-| 61,801,000 | 2, 551, 000 4.1 | 32, 762, 000 1, 496, 600 | 4.6 58.7 
July-December 1948... _. 62, 352, 000 1, 914, 000 3.1 | 32, 794, 000 1, 098, 400 | 3.3 | 57.4 
January-June 1949. ____..| 61, 249, 000 3, 189, 000 5.2 | 32, 731, 000 1, 894, 900 | 5.8 59.4 
1000. 62,695,000 | 3, 738, 000 6.0 | 32, 543,000 | 2,033, 100 | 6.2 | 54.4 
July-Decem ber 1949_..... 62, 961,000 | 3, 602, 000 5.7 | 33,444,000 | 2,052, 200 | 6.1 | 7.0 
January-June 1950... _.._| 62,429,000 | 3,874, 000 6.2 | 31, 642,000 | 2,014, 000 6.4 | 52.0 
July-December 1950....._| 63, 769,000 | 2, 411, 000 3.8 | 31,748,000 | 1,011, 200 3.2 41.9 
January-June 1951_..._-- 62, 255,000 | 2, 065, 000 3.3 | 31, 609, 000 998, 900 | 3.2] 48.4 
_ Se eae rer ss 62, 927,000 | 1, 761, 000 2.8 | 34, 287,000 | 1,075, 800 3.1 61.1 
July-December 1951______| 63, 513,000 | 1, 693, 000 2.7 | 34, 165, 000 939, 200 2.7 | 55. 5 
January-June 1952. ......| 62,341,000 | 1, 829, 000 2.9 | 34, 410, 000 1, 212, 400 | 3.5 66.3 
1963..... a AB BEA 63, 360,000 | 1, 575, 000 2.5 | 35, 104, 000 934, 900 2.7 59.4 
July-Decem ber 1952. .____ 63, 591,000 | 1, 514, 000 2.4 | 35, 307, 000 876, 500 2.5 57.9 
January-June 1958... _.. 63, 128, 000 1, 634, 000 2.6 | 34, 901, 000 993, 400 2.8 60.8 
July-December 1953_..__.} 63, 707,000 | 1, 412, 000 2.2 | 36, 253, 000 986, 200 | 2.7 | 69.8 
January-June 1954 (esti- | | 
2, 600, 000 4.2 | 36,397,000 | 1, 820, 000 5.0) 70.0 
1955—Year (estimated) ...._-- 64, 700,000 | 2, 000, 000 3.1 | 36, 600,000 | 1, 200,000 | 3.3 60.0 
UNEMPLOYMENT COMPENSA- } | 
TION FOR VETERANS 
| 
1954 (estimated): | } 
| 


1 Bureau of Census, based on sample week. 
* BES-reported covered employment in base period. 
4 Previously estimated as 36,300,000. 


DELAY BY BUREAU OF THE BUDGET 


Mr. Focarry. Mr. Goodwin, when was this request sent to the 
Bureau of the Budget, or when did you people appear before the 
Bureau of the Budget? 

Mr. Goopwin. We didn’t actually appear. 

Mr. Foegarty. When did you send it to them? 

Mr. Hupson. February 2. 

Mr. Goopwin. It should be said on that, Mr. Fogarty, we did 
submit to them a request earlier than that. I don’t recall the date 
but it was several weeks earlier, at least. Then a decision was made 


of 
ve 
he 
al 
he 
it 
it 
n 
n 
n 
t 
l 
| 


20 


to make some change in that and the date given, February 2—was 
when the revision was made. 

Mr. Focarry. So the Bureau of the Budget has had this request 
for some time and they did not act on it until last week. They just 
acted a week ago yesterday? 

Mr. Goopwin. That is right. 

Mr. Focarry. And the request was received by this committee last 
Wednesday. 

I don’t know how the Bureau of the Budget could expect you to 
get justifications to this subcommittee and us to hold a hearing, decide 
on the amount to recommend, prepare bill and report language, and 
present the matter before a full committee meeting which I believe 
they knew was scheduled for Friday to report out the second supple- 
mental bill. I think the blame for this delay and confusion rests 
solely on the shoulders of the Bureau of the Budget and not the De- 
partment of Labor. In past years they should have been blamed for 
some of these delays. It seems that no one in Congress wants to say 
anything about the Bureau of the Budget and I think it is about time 
that we told the Bureau of the Budget that the Congress appropriates 
funds and not the Bureau of the Budget. Some people seem to think 
the Bureau of the Budget appropriates the money. 

Mr. Bussey. Will the gentleman yield? 

Mr. Fogarty. Yes. 

Mr. Bussey. I would like to say as far as I am concerned I would 
just as soon criticize the Bureau of the Budget under any adminis- 
tration, Democrat or Republican and I concur with what the gentle- 
man from Rhode Island says. 

Mr. Fogarry. I was1’t referring to you, Mr. Chairman, because I 
know what your feelings are, but some people feel that the Bureau 
of the Budget is the last answer and actually all they do is recommend 
to the Congress. 

Mr. Bussey. As a matter of fact I think we had to show the 
Bureau of the Budget that they were not making the appropriations, 
last year, in connection with the supplemental funds for the Office of 
Education. 

Mr. Goopwin. All I want to say is that we certainly accept the 
chairman’s proposition that this committee is entitled to get the 
information promptly and we will study this problem to make sure 
that if we were at fault, in part, at this time, that we can correct the 
situation so it won’t happen in the future. 


GRANTS TO STATES, 1954 


Mr. Focartry. Mr. Goodwin, what did you ask Congress fo:, for 
fiscal year 1954? 

Mr. Goopwin. We asked for $218 million. 

Mr. Foaarry. You came before Congress last March and asked 
for $218 million? 

Mr. Goopwin. I believe that is right. 

Mr. Love. We subsequently revised that to $213,600,000. 

Mr. Focarty. That was what was referred to as the Eisenhower 
budget? 

Mr. Lovr. Yes, sir. 

Mr. Focarry. What did this committee allow? 
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Mr. Love. $187,300,000. 
Mr. Focarty. What did the House do? 
Mr. Love. $187,300,000. 


CONTINGENCY FUND, 1954 


Mr. Fogarty. What did you ask for in your contingency fund, 
for 1954? 

Mr. Love. We asked for $10 million, Mr. Fogarty. 

Mr. Focartry. What did you get? 

Mr. Love. $6 million. 

Mr. Foearry. As I remember it, the contingency fund was estab- 
lished by this committee. 

Mr. Goopwin. Yes, sir. 

Mr. Focarty. In the year 1950. 

Mr. Lover. Yes. 

Mr. Fogarty. For the purpose, we thought, at that time, of doing 
away with supplemental requests because of raises in State salaries 
which could not be foreseen by you people or the Congress, and 
unforeseen workload increases and changes in State laws that increased 
administrative costs. 

Mr. Goopwin. Yes. 

Mr. Focarry. For those three specific purposes? 

Mr. Goopwin. That is right. 

Mr. Fogarty. The contingency allowance has never been enough 
to meet all of those 3 requirements in any 1 year? 

Mr. Goopwin. I think that is correct, sir. 

Mr. Lover. 1951. 

Mr. Fogarty. It met all salary increases, all State law changes, 
and all unforeseen workload increases? 

Mr. Love. We had a decrease in unemployment operations that 
year which contributed to that. 

Mr. Goopwin. In that regard, Mr. Fogarty, I would like to say 
that our original estimates were that it would take about 10 percent 
in order to have enough. 

Mr. Fogarty. I think that is right. 

Mr. Goopwin. We have never succeeded in convincing you that 
we should have 10 percent. 


HISTORY OF LANGUAGE CHANGES REGARDING SALARIES 


Mr. Foaartry. Now what is the history of this change in language 
as far as payment of increased State salaries out of the contingency 
fund is concerned? 

Mr. Goopwin. We made a recommendation that it be included 
when this committee established the contingency principle originally 
back in 1950, along with the other two points you just mentioned. 
We have operated under that this last year until Congress eliminated 
that part of the language, leaving in the changes in State laws and the 
increase in workload items. 

This committee requested we make a study and report to you, 
which we did before a report was submitted to this committee last 
year, which dealt with, among other things, the salary question. 
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Mr. Focarry. I remember that report and the request that it be 
made, but I thought the request was for an analysis of the effect of 
basic State laws governing the program, like those fairly recent changes 
by New York and Ohio, and 2 or 3 others. 

Mr. Goopwin. It applies wherever changes are made that meet the 
conditions of the law. 

Usually in any one year—well, we never have had a situation where 
all States were entitled to money under that provision of changes in 
State laws. My guess is that the most we have ever had is somewhere 
around 15, 

Mr. Love. That would be a lot. 

Mr. Goopwin. However, any State that has a legitimate claim, 
because of a change that has been made in State law, they would get 
some of the money. 

Mr. Fogarry. Is there any good reason why we should prevent 
the States from getting money for salary increases out of this con- 
tingency fund? 

Mr. Goopwin. I think the feeling of the committee last year was, 
as I understood it, that the States ought to be required to absorb it. 
That Federal agencies were being required to absorb costs of that 
kind and the States ought to be required to do the same thing. 

Now, my own feeling which I expressed in the committee last year 
was that the States do not have the same situation as exists in the 
Federal agencies and that they have been required each year to absorb 
a considerable sum of money which grows out of the fact that our 
average annual salary has never kept up with the actual fact, or esti- 
mates of annual salary have never kept up with what has actually 
developed in the States and the combination of the two this year, 
having absorbed both the increases and also losing a certain amount 
of money because our estimate of the average annual salary was 
below actual experience, the combination of the two of them has made 
an extremely rough situation. 

Mr. Fogarty. The States have no provisions for meeting these 
costs unless they take it out of their program operations, do they? 

Mr. Goopwin. That is right. 

Mr. Focarry. The only way they can meet additional State 
salary increases, is to take it away from some part of the program. 
Some part of the program is going to be hurt to take care of the salary 
increases? 

Mr. Goopwin. That is what happens in most of the cases; yes. 

Mr. Fogarty. These funds are not Federal funds in the true sense 
of the word. These funds come from the three-tenths of 1 percent 
tax collected for this program. 

Mr. Goopwin. Yes. 

Mr. Fogarty. So it is nothing out of the Federal Treasury at all. 

Mr. Goopwrin. Well, it is, and it isn’t. 

Mr. Focarry. No; it isn’t, because it is paid into the Federal 
Treasury for this purpose and taken out for this purpose. 

Mr. Goopwin. Yes, but whatever siirplus there is remains to the 
credit of the Federal Government. The money is not earmarked. 
There is legislation which has passed the House which would earmark 
it but it has not yet become a law. 

Mr. Foearry. That is right. The so-called Mills bill. That is 
before the Senate, now. 
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Mr. Goopwin. That is right. 

Mr. Focarry. But the employers and employees who pay this 
three-tenths of 1 percent, pay it with the understanding that it is to 
go for grant-in-aid programs to States, to pay for the administration 
of this program. 

Mr. Goopwin. I think it is fair to say most of them look at it 
that way; yes. 

Mr. Focarry. That is why I make the claim that these are not 
appropriations out of the Federal Treasury; they are out of this 
fund of three-tenths of 1 percent. The Federal Government has been 
making a profit of many millions of dollars a year on this program. 

Mr. Goopwin. The surplus is around $60 million. 

Mr. Foearry. I still think that the original idea of the contingency 
fund is a good one because you can’t project into the future what 
any State legislature is going to do as far as salaries are concerned, 
and neither can the employme nt services people in the States project 
into the future what their State legislature is going to do. 

Mr. Goopwin. That is true. 

Mr. Focarry. The only sound financing program they could have 
would be through a contingency fund that would take care of emer- 
gencies like that? 

Mr. Goopwin. Yes. 


STATE APPROPRIATED FUNDS 


Mr. Fogarty. The State of New Jersey has appropriated State 
funds; did I understand you to say that if this supplemental is appro- 
priated, the State treasury of New Jersey will be reimbursed? 

Mr. Goopvwin. They passed that appropriation with strings 
attached to it. They put something in there—I don’t recall the 
exact language but it was something to the effect that it would be— 
if and when the Federal Government made a supplementary appro- 
priation, that their appropriation would no longer be valid. Now, 
that is the sense of it, but I don’t know what the exact language is. 
I think that for the second half of the fiscal year that it probably 
would have the result of returning their appropriation to the State 
fund. That would be my guess. 

Mr. Stci1ano. It is a $500,000 appropriation. 

Mr. Bussey. Have they used any of that so far? 

Mr. Goopwin. Yes, sir. I don’t know how much but they have 
used some of it. 


EFFECT OF REDUCING APPROPRIATION 


Mr. Fogarty. When the Congress cuts this appropriation that goes 
to the various States to carry out the functions of the employment 
security program, it means they have to do away with some of the sery- 
ices that they are rendering. The two functions of this program are 
placement service and unemployment compensation? 

Mr. Goopwin. Yes. 

Mr. Focarry. If unemployment is high and they don’t receive suffi- 
cient funds to carry on a rounded-out program, then the placement 
service is going to suffer? 

Mr. Goopwin. That is usually what happens. 
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Mr. Focarry. Doesn’t that tend to make it a more expensive 

rogram, if you are not placing people or trying to get them jobs? 

oesn’t it mean that they draw more weeks of benefits than they 
would ordinarily? 

Mr. Goopwin. I think so. I feel that taking what they need to 
meet their unemployment insurance problems out of the employment 
service in most cases is poor economy for the reason you mention. 
The basic part of the unemployment insurance program is the admin- 
istration of the work tests. In other words, you have to find out 
whether the fellow will accept employment before you pay him unem- 
ployment insurance benefits. 

Now, that means that the employment service ought to be kept at a 
high degree of efficiency at all times. And even in this kind of a labor 
market with unemployment increasing, there is plenty of opportunity 
to place people. 

If you take a look at the labor turnover figures, and even though 
unemployment is up some, the labor turnover figures are still high, 
and that means that job opportunities are available, so that my 
feeling is that the employment service ought to be kept at a good pea 
of efficiency in order to administer the work test, just purely from the 
standpoint of unemployment insurance, alone. 

I think in this regard that California, Mr. Chairman, has learned 
this point. As I understand it, Mr. Burkett has wired you and is 
coming in to testify and this is one of the points—he, incidentally, 
is a new man, as far as the California agency is concerned and he is 
very much sold now on this proposition. They have had a big problem 
of fraud in California—unemployment insurance fraud. 

We have felt for some months that that situation could be improved 
if they had a better employment service. What they have been 
doing in the last year or two is that they have been taking away from 
the employment service to finance a special fraud team and that sort 
of thing and also to finance the general administration of unemploy- 
ment insurance claims. 

Well, Mr. Burkett has come to the conclusion that the best way of 
protecting the State against fraudulent unemployment compensation 
claims, is to improve the operation of the employment service, and 
he has started out to do that. I think he will get results, too. 

Mr. Foagarry. I have no further questions. 

Mr. Bussry. I might say, Mr. Goodwin, we not only welcome the 
testimony of Mr. Burkett but of any men from the States who are 
charged with the responsibility of administering this program because 
the committee wants to get the benefit of the thinkiag of the men in 
the field as well as the Department. We have made arrangements 
for two representatives of the Association of State Employment 
Security Officers to come before the committee and tell us about their 
problems out in the field. 

Mr. Goopwin. I think that is fine, Mr. Chairman. 


REIMBURSEMENTS 10 STATES 


Mr. Fernanpez. I uaderstood you to say in States like New Jersey, 
where the State had to appropriate or use State funds in order to 
carry on the program because of the failure to appropriate sufficient 
funds, they might be entitled to reimbursement tor the second half 
but there might be some questions as to the first half. 
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Can you tell us why the distinction? I do not quite understand. 

Mr. Goopwin. We generally take the position that the States can 
spend only such money as we allocate to them. That is our feeling 
as far as we are concerned. Generally we will not finance a deficit 
that we did not approve. This would be in one respect at least, a 
deficit which had not been concurred in by us. 

Now, for the second half, we are here before this committee request- 
ing a supplementary for all States for the second half so that if that 
is approved, there will be no question about the New Jersey amount 
for the second half and it would be normal for that to replace the 
appropriation that came out of State money. 

L would not at this moment like to give a complete and final answer 
on the New Jersey problem simply because the problem has not been 
specifically presented to us. I might be doing an injustice which I 
wouldn’t want to do. I am merely talking of the principles under 
which we operate. 

Mr. Fernanpez. Then, that principle, as I understand, is this: 
They would be entitled to reimbursement for expenditures going on 
now, because, although belatedly, Congress is making appropriation 
for the second half, or you assume that it will? 

Mr. Goopwin. Yes. 

Mr. Fernanpez. Therefore, they are dipping into their own funds 
to some extent now, and are to be reimbursed from the appropriation 
that is being made? 

Mr. Goopwin. That is right. 

Mr. Fernanpez. Following that theory if the Congress does not 
appropriate funds to take care of the second half, then would you 
say they would not be entitled to reimbursement? 

Mr. Goopwin. If they don’t there is nothing we can do about it. 

Mr. Fernanpez. Isn’t this the distinction? They cannot be 
reimbursed, even though they are entitled to it? 

Mr. Goopwin. That is a second question, whether or not they are 
entitled to it. 

Mr. Fernanpez. As I understand your testimony, what you meant 
to say is that they could be reimbursed if there were money appro- 
priated for the second half. Not having appropriated it for the first 
half, they could not be reimbursed for expenditures of State funds in 
the first half. That does not mean to say they were not entitled to it. 

Mr. Goopwin. No; except that the principle is that we cannot 
make money available to one State without making it available to all 
other States on a comparable basis. 

Mr. Fernanpez. I am not speaking of one State; I am speaking of 
all the States that had to do that to carry on. 

Mr. Goopwin. We would take a close look at that problem before 
making a final decision. 

If we found, for instance, that all the States had incurred, say, a 
backlog, and that the Congress appropriated enough money to meet 
that problem generally, in the State, then we might be able to allocate 
some money to all States for that purpose. 

Mr. FerNANnpez. Your answer, then, was not based on the fact 
that they didn’t have any notice that appropriations wouldn’t be 
sufficient or anything of the sort? 

Mr. Goopwin. It is based principally on equitable treatment 
between the States. 
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Mr. Bussey. Will the gentleman yield? 

Mr. Fernanpez. Very gladly. 

Mr. Bussey. I might say I am thoroughly convinced by the 
number of tele ay received last year, from the various States 
throughout the Nation, that they were on notice all right. 


RECOGNITION OF INCREASES IN SALARY 


Mr. Fernanpez. Now, thea, Mr. Goodwin, if sufficient appropria- 
tions are made under the law you would recognize any increases in 
salary and they would be properly paid out of the appropriations? 

Mr. Goopwin. What we have requested here is funds and authority 
to meet the salary request for the fourth quarter of the year. 


PURPOSE OF CONTINGENCY FUND 


Mr. Fernanpez. This contingency fund was for the purpose, was 
it not, of taking care of increases in salary which were approved by 
your office? 

Mr. Goopwin. Originally it was, yes; and then that was changed 
ast year. 

Mr, Fernanpez. That contingency fund was established because 
the law required you to carry this load? 

Mr. Goopwin. The law requires the financing of this program by 
the Federal Government. 

Mr. Fernanpez. Shouldn’t the proper notice to the States of 
changes if there is to be a change, Hi be changes in the basic law? 
Wouldn’t you think so? 

Mr. Goopwin. I have not thought of it in quite that way, Mr. 
Congressman. We had used that same point in another way and that 
was that we had felt that we ought to make restoration or we ought 
to ask the Congress to make restoration because the States had not 
had an opportunity to plan for this drastic change. 

Mr. Fernanpez. Aren’t they, in your opinion, entitled to look at 
the basic law and make their plans accordingly and isn’t it our duty, so 
long as the basic law is not changed, to carry out the basic law and 
the money? 

Mr. Goopwtn. Yes, I think it is. 

Mr. Frernanpez. I think that is true. If there is to be a change in 
the basic law, wouldn't that be in order? 

Mr. Goopwin. The contingency portion is carried over from year 
to year. 

Mr. Fernanpvez. I am not talking about the contingency language. 
The contingency language merely provided for the contingency, The 
basic law says this program shall be paid for by the Federal Govern- 
ment and the State is entitled to look at that basic law and plan 
accordingly. 

Mr. Goopwrn. That is true but it doesn’t spell out just how it is 
to be done. , 

Mr. Frernanpez. The contingency fund is only one method of 
anticipating the problem in carrying out the basic law. 

Mr. Goopwin. That is right. 

Mr. Fernanpez. On this budget request, after the budget reer 
did approve your request and sent it to Congress, it approved it wit 
changes, did it? 
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Mr. Goopwin. Yes. It approved what came up on the language 
which was for the fiscal year 1954. They went along with the change 
and restored what we had last year. 

Now, the point that the chairman made a little while ago is that 
that is different from what the Bureau of the Budget approved in 
fiscal year 1955, about which the committee hasn’t heard, yet. For 
fiscal year 1955, the language would permit the use of the contingency 
fund for any general changes. In other words, across-the-board 
changes. It would exclude the individual increments. In _ the 
Federal language, it would be within-grade changes or promotions. 


ACTION TAKEN BY BUREAU OF THE BUDGET 


Mr. Fernanpez. You are required to justify this $14,500,000, and 
the figure of $20,500,000, here. But first, you had to justify these 
requests before the Bureau of the Budget. 1s $14,500,000 what you 
asked for before the Bureau of the Budget? 

Mr. Goopwin. We asked for $16,164,000 on the supplemental, 
before the Bureau of the Budget. 

Mr. Fernanpez. And how much did you ask for in the other item? 

Mr. Goopwin. On that one they approved the full amount. 

Mr. Fernanpez. Do you mean after they reduced the first figure 
from 16 million to $14,500,000, they didn’t notify you so that you 
could prepare to revise your figures and justify them here? 

Mr. Goopwrn. We got the information last week, 

Mr. Fernanpez. After you asked for it, but not before they sent 
the request down to the Congress? 

Mr. Goopwin. That’s right. 

Mr. Fernanvez. It seems to me the Bureau of the Budget ought 
to notify you when changes are made in requests so that you can 
have time to prepare and to change and justify your figures accord- 
ingly. 

Mr. Goopwin. It presents a real problem. We got caught on this 
problem very badly last year, Mr. Chairman. It was a day that you 
weren’t here, but it was on the Mexican farm program when we got our 
markup from the Bureau of the Budget late one day, after working 
ourselves one day, and we were scheduled up here the following day. 

There were adjustments necessary as a result of the markup and 
we were unable to get our house in order to appear before the com- 
mittee. We did appear before the committee, which was a mistake, 
and made a very poor showing. However, that does highlight our 
problem. 

Mr. Busrey. You are certainly entitled to more time than you have 
apparently been allowed because of the way the Bureau of the Budget 
handles these matters. 

Mr. Fernanpez. I think the committee appreciates your problem 
and what I am driving at is, I think the Bureau of the Budget ought to 
appreciate it, too, and cooperate. 

That’s all, Mr. Chairman. 
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EFFECT OF APPROPRIATING AMOUNT REQUESTED IN SUPPLEMENTAL ON 
STATE EMPLOYMENT 


Mr. Bussey. Mr. Goodwin, if the entire $14,500,000 was allowed 
by the Congress, would that permit the States to employ all the people 
that they had laid off because of the cuts that were made by the 
Congress in the bill last year? 

Mr. Goopwriy. No. What will happen there, Mr. Chairman, is 
that they will be controlled on expansion that they can make in the 
States by the formula which we use in connection with the contingency 
fund. In other words, they will have to justify, on specific workload, 
any expansions that are made in personnel and, as you know, before 
they can qualify for contingency money, they will have to absorb an 
amount of 10 percent of the increase. 

Now, in some States they may end up with as large a work force, 
or maybe a larger one, because the workload has increased to the point 
where it would be justified. It is double, you see, in general, what it 
was a year ago. other States, the increase in personnel will be 
proportionately smaller. 

Mr. Bussey. I hope you will forgive me for again referring to my 
native State of Illinois. I have been under the impression that Mr. 
Bernstein, who is the director of this program in the State of Illinois, 
has run as good a shop out there, and in as efficient manner as is done 
in any State in the United States. 

Mr. Goopwin. He has done a very good job, I am sure. 

Mr. Bussey. Notwithstanding that fact, I still say that there was a 
certain reduction in force that could be made without jeopardizing or 
crippling the program in any way, shape, manner, or form. 

It may be that the cut last year was a little too drastic. If it is 
proven that way, I assure you I will be the first to admit any part of 
the mistake that I made and do what is necessary to correct it. As 
strong principled as I am on certain things, I am not one to ever take 
the attitude that I am always right. 1 have been wrong on many 
occasions and I expect to be wrong on many more occasions, but 
whatever I do, I try to do in fairness to all according to what, at the 
time, is my best fair judgment. 

I have had some talks with Mr. Bernstien, and I think he could 
have laid off some employees and, especially if we had not run into 
this situation of increased workload, could have carried forward an 
adequate program. 

Mr. Frernanpez. Will the gentleman yield for a quotation from 
my old school copybook? 

Mr. Bussey. I couldn’t refuse to yield to my good friend from 
New Mexico under any circumstances. 

Mr. Fernanpez. Mv copybook used to say, “Give me a man who 
rae made a mistake, and I’ll give you a man who never did any- 
thing.”’ 

Mr. Bussey. I come back at my critics in my district by telling 
them, “Show me the man who is never criticized, and I’ll show vou 
the man who never does anything.”’ 

Mr. Goopwin. In connection with what you have just said, Mr. 
Chairman, I would like to say this, I felt at the time the cut was too 
drastic, and I still feel that it was. I think the situation we are up 
against is one where our problem, and the problem we are coming to 
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vou with, today, and the one that needs emphasis, is the additional 
load that has grown out of the increased unemployment. 

Mr. Bussey. | appreciate that, and it gives me a great deal of con- 
cern. Unfortunately we had no way of anticipating that, and had 
to go on the record. I don’t think that your testimony before the 
committee last year anticipated this degree of unemployment that we 
are experiencing at the present time. 

Mr. Goopwin. That’s right. 


WEEKLY CLAIMS FILING 


Mr. Bussey. Now, just one thing more. I notice the Bureau of 
the Budget’s letter states: 

This proposed supplemental appropriation is necessary to provide for increases 
in the claims workload and for the increased costs beginning April |, for State 
salary increases and a return to weekly claims filing. 

There is $1,272,300 for taking claims weekly from April 1 to 
June 30, 1954. Why is it necessary to take these claims weekly? 

Mr. Goopwin. There are two reasons why taking them weekly is 
better than biweekly. One is that it has some relationship to the 
incidence of fraud. If you have a man reporting to claim his benefits 
every week, it cuts down on the incidence of fraud. 

Mr. Bussey. Before we leave that, how much has fraud increased 
because these claims filings have been on a weekly basis instead of 
biweekly? 

Mr. Goopwin. We have no objective measure of that, Mr. Busbey, 
at the moment. We have the informed judgment of the State 
administrators and they are almost 100 percent in agreement on this 
point. 

Mr. Bussey. States like Minnesota and West Virginia have never 
been on a weekly basis; have they? 

Mr. Goopwin. There are a few States that have not been on a 
weekly basis. In that connection, the more populated States, the 
States where you have the high degree of urbanization, it seems to 
be more important in those areas than it is in the less populated States. 

Mr. Bussey. Has there been any more fraud in Minnesota and 
West Virginia, because they report biweekly instead of weekly? 

Mr. Goopwin. We do not have a controlled study on those States 
which would give us objective data on that. My feeling would be 
on the basis of the judgment of the State administrators, generally, 
that almost under any circumstances you will have less fraud with 
weekly reporting than you will with biweekly. 

In some of the States, where fraud is not a major problem, the 
difference might be very slight, but my own judgment is that there 
are—there would still be some difference. 

Now, the other point is that biweekly reporting is objected to 
strenuously by the beneficiaries, themselves. They object to having 
to go 2 weeks until receipt of the check. That, of course, does not 
conform to the usual pattern of payment of industrial wages. Most 
of that is on a weekly basis, and a good deal of the objection is made to 
the biweekly reporting, on that basis. Those are the two principal 
reasons that the States generally do not like the biweekly reporting. 
There are a few exceptions. 
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Mr. Bussey. How much do you estimate it would cost, on an 
annual basis, to go to weekly claims taking? 

Mr. Goopwin. With the same workload it would be about 4 times 
this figure, which would be about $5 million. 

Mr. Bussey. Are there any other questions? 

Mr. Focarty. Under biweekly claims taking you are penalizing 
the unemployed worker who has a check coming to him, by making 
him gor 2 weeks. If he has it coming to him, he ought to get it every 
week. 

Mr. Goopwin. That is on top of a regular waiting period, so once 
you have started the payments, then it is every 2 weeks, but the initial 
check would be from 3 to 4, and that would be good practice. 

Mr. Foaarty. I have no further questions. 


MEXICAN FARM LABOR PROGRAM 


Mr. Bussey. I have just one thought before we adjourn: with this 
increase-in-unemployment problem, what is being done to get United 
States citizens to take the jobs for which you have been importing 
labor under the Mexican farm-labor program. 

Mr. Goopwin. We have issued instructions throughout the organ- 
ization and have called on the States to make special effcdite to fill all 
these jobs, these farm jobs, with our own domestic workers. Now, 
we are still going to have a large number of areas involving a large 
number of Mexicans, in my opinion, Mr. Congressman. We will 
have a number of places where Mexicans are needed. It is difficult, 
particularly in a short period of time, to get industrial workers to take 
these farm jobs. 

For instance, take Detroit where we have considerable unemploy- 
ment, now. We can go in there and offer those people farm jobs 
down in the Imperial Valley, for instance, where we have our biggest 
demand. 

Mr. Bussey. | wouldn’t think you would offer them jobs that far 
away when a lot of this Mexican labor comes up into Michigan. 

Mr. Goopwin. Michigan a little later would be a good example. 

There is a big difference between farm employment and industrial 
employment. ‘Take our experience back in 1949 and 1950, for in- 
stance, when unemployment was considerably more than it is right 
now. We didn’t have very much success in filling the farm openings 
from the industrial, unemployed group, at that time. 

I remember in the Los Angeles area we had at one time openings for 
several thousand workers in oranges, in that area. We had at the 
same time, my recollection is, 50,000 or 60,000 unemployed in the 
Los Angeles area. We worked out with the State agency a special 

rogram or special drive to get those unemployed into the farm jobs. 

he wages for farmwork were good. They were not substandard. 
They were good wages for farmwork. The average was still below 
the average for nonfarm employment, however. 

The State agency was able to recruit some 1,200, as I recall, for 
referral to the farm jobs. Less than half of them—I have forgotten 
the exact figures, now, but I think it was less than half of them actually 
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reported to work and out of those who reported to work, all but a very 
few did not stay with the job. They left the job within a matter of a 
week or 10 days. In some cases they were just not physically capable 


» of doing it. The State agency tried to select people with a farm back- 


ground, but many of them had been out of farmwork for a good many 


) years and they just couldn’t take it, or they petered out for one reason 
or another. 


Mr. Bussey. I have no opinion one way or the other. I was just 
exploring the proposition. 

Mr. Goopwin. I want to assure you that we are going to insist that 
the jobs be offered to domestic workers this year, even in cases where 
we ourselves doubt that they will take them. After all, the only way 
you can find out for sure is to offer the jobs and we are going to insist 


7 on going through the process of having the jobs offered to industrial, 


unemployed workers, even though the indications in advance may be 
that they won’t accept them. Then we will know. 
Mr. Bussey. Well, it seems to me that an industrial worker taking 


> a job on the farm is not preventing himself from coming back and 


taking employment in the factory if job openings develop. 
Mr. Goopwin. In many cases, I think that is true. In many cases 


' they feel they are putting themselves in a position where they will 


lose out on the industrial job if it does open up. That is one of the 
problems you have. The fellow says the factory has indicated to him 


| they are going to call him back as soon as they can and he hesitates 
> to go out 100 miles, across the State of Michigan, we'll say, to take a 
” farm job because he may not be available when the industrial job opens 
/ up. That is one of the specific problems we have. 


Mr. Bussey. I would hate to think that the American industrial 
worker wouldn’t be just as valuable if not more valuable on a farm 


' than laborers imported from Mexico. 


Mr. Goopwin. In many cases they are, and in others they are not 
as well adapted. Take the stoop labor involved in some of the 


' vegetable crops, for instance. We don’t have too many domestic 


+ workers too well adapted to that kind of work and they don’t do it 


very well. 
MEXICAN CONTRACT LABORERS 


Mr. Fernanpez. I received a telegram this morning from Mexico 
to the effect that the regional office in Denver had notified the farmers 
that they had to separate from the work Mexican contract laborers, 
by day after tomorrow. 

Now, would those be added to the list of unemployed? 

Mr. Goopwin. No. They would be returned to Mexico. If that 
goes through, they will be returned to Mexico. 

Mr. FerNAnpe#z. I understand also all your men are being let out 
from that program at about the same time. Then you are going to 
have to rehire them? What is going to happen? 

Mr. Goopwin. Well, it depends on what the Congress does in 
relation to the joint resolution which would give us authority to 
operate on a unilateral basis for an interim period, and it will also 
depend on the appropriation. 
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COST OF HIRING AND FIRING IN MEXICAN FARM LABOR PROGRAM 


Mr. Fernanpvez. I can’t conceive of this Congress not passing that 
resolution or not providing for the continuation of the program in one 
way or another, but it seems to me that this delay is going to put you 
up against it in explaining to us next year why your expenses were so 
high in hiring and firing, and rehiring and refiring, and so forth. 

r. Goopwi. It is a very, very wasteful process in my opinion. 

Mr. Frernanvez. It is very wasteful and you are going to be up 
against it in explaining to the Congress how that happens. It gives 
a black eye. 

r. Goopwin. As I understand it, the Agriculture Committee has 
a request before the rules committee for a rule. 

Mr. Fernanpez. And has had for several days and yet they haven’t 
acted, on what seems to me a very simple matter. 

Mr. Goopwin. I don’t know whether there were any developments 
on it today, or not. 

Mr. Bussey. There hadn’t been as of 1 o’clock today. 

I believe it would be a good place to have the record show that I 
informed Mr. Goodwin as long as a month ago that there would be no 
delay in handling the appropriation request by this committee as 
far as I was concerned, and I am sure I spoke to the committee, and 
that as soon as the basic legislation was passed, we would expedite 
action on the appropriations. 

Mr. Frrnanpez. I would like the record to show that you so 
advised me, also, and I appreciate it very much, but still we haven’t 
gotten anywhere. 

Mr. Goopwin. We want to say, Mr. Chairman, we certainly ap- 
preciated that cooperation and we just regret that other parts of the 
problem haven’t moved along the same way. 

Mr. Bussry. Thank you very much, gentlemen. 


Ferepruary 24, 1954. 


UNEMPLOYMENT COMPENSATION FOR VETERANS 


WITNESSES 


SAMUEL C. BERSTEIN, REGIONAL VICE PRESIDENT, INTERSTATE 
CONFERENCE OF EMPLOYMENT SECURITY AGENCIES 

HAROLD A. CASH, CHAIRMAN, ADMINISTRATIVE GRANTS COM- 
MITTEE, INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY 
AGENCIES 


Mr. Bussey. The committee will come to order. We will receive 
additional testimony this morning regarding the supplemental appro- 
priation request for ‘‘Grants to States for unemployment compensation 
and employment service administration.”” First we will hear from 
our State director of unemployment compensation for the State of 
Illinois, Mr. Samuel Bernstein. I would like to have the record show 
that I have known Mr. Bernstein, and his work, intimately for many 

ears, and everybody that I have talked to in labor and industry 
oe held him in the very highest esteem, 
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USE OF CONTINGENCY FUNDS FOR STATE SALARY INCREASES 


Mr. Bernstein, we will be glad to hear your statement. 

Mr. Bernstern. Thank you. My name is Samuel C. Bernstein, 
and I am commissioner of unemployment compensation for the State 
of Illinois, and regional vice president of the Interstate Conference of 
Employment Security Agencies as well as a member of its grants 
committee. 

We are here, Mr. Chairman, to indicate the State’s need for the 
funds which have been recommended by the Budget Bureau and the 
Bureau of Employment Security in its supplemental request to you. 
And I don’t believe that I need to call your attention to the unem- 
ployment situation that we are having today and the unprecedentedly 
emergent burden that the States have been called upon to handle. 

Mr. Bussey. We had some testimony a few days ago regarding 
that situation. 

Mr. Bernstern. And I realize that in all the committee meetings 
which you have been holding that that subject would always be in the 
fore, and that you were taking that into consideration. 

In addition to the things that you already know about, we feel very 
strongly the necessity of calling to the committee’s attention the 
problem that was created by the removal from the contingency fund 
of the right to use those funds for the payment of salary increases for 
State employees. ‘The requirement to absorb those increases created 
an unprecedented burden upon our State agencies; so that we had 
tremendous difficulty in handling the workload items which Congress 
expected us to handle and which we were required to handle because 
of the uncontrollable nature of that aspect of our operations. They 
are foisted upon us. We don’t develop them. 

The unit times for those workloads had to be cut in order to provide 
for the funds necessary to take care of salary increases in the various 
State agencies. When we consider handling a continued claim in 5 
minutes, which includes the taking of the claim, the processing of it 
behind the claims counter, the handling of it in the central offices 
of State agencies in order to get the check issued; it is obvious that 
the quality of the job must suffer if we must cut this unit time in 
order to provide the funds necessary to take care of the absorption 
of the salary increases. This indicates one aspect of the seriousness 
of that absorption. 

We are subject. to constant criticism throughout the country by 
employer groups because of the fact that we are not screening our 
claims adequately enough and that people are being paid benefits who 
are not legitimately entitled thereto. We have made studies which 
indicate that there are numbers of individuals who do get benefits to 
which they are not entitled. Every State agency prosecutes any 
number of them. But we also know there are many who are getting 
by merely because we haven’t got the time to more adequately police 
those claims. 

And we cannot stress too strongly to this committee that in its con- 
sideration of the problem of our future budgets—not talking only of 
the supplementary but of the fiscal 1955 budget—that it restore the 
provision which authorized, as was the case prior to fiscal year 1954, 
the payment of salary increases from the contingency fund. As long 
as the contingency fund principle has been a part of our program, it 
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has always been recognized that the contingency fund would be used 
to take care of salary increases at the State level. The granting of 
salary increases is not a thing that is generally left to the discretion of 
the State agencies. It has to conform to State policy; it has to con- 
form to State practice; and the States, therefore, are compelled to 
grant those increases. 

And when they do that, the program has to suffer, because the 
moneys have to be made available from somewhere else. We differ 
from governmental agencies at the Federal level because we operate 
on the basis of budgeting by workload. We do not have a line item 
budget. The workload must be accomplished. It costs so much 
to take care of that workload. To the extent that we are called upon 
taser any other cost, the unit times on that workload have to 
suffer. 

And what we are pleading with this committee to do is to recognize 
that basic principle and provide that the contingency fund may con- 
tinue to be used as it was prior to the fiscal year 1954, namely, for 
salary increases. 

Do you wish to add anything, Mr. Cash? 

Mr. Bussey. Please identify yourself, Mr. Cash, for the record. 

Mr. Casu. I am Harold A. Cash, comptroller, Indiana Employ- 
ment Security Division, and chairman of the administrative grants 
committee of the Interstate Conference of Employment Security 
Agencies. 

I think Mr. Bernstein has covered the subject quite well. I can 
only reiterate that when the action occurred which removed permis- 
sion to use the contingency fund for salary increases, it had the effect 
of giving the States an approved program but not providing funds 
for the people to operate that program. 

And that has, as we have stated in our letter for the record, created 
tremendous embarrassment in the States. It has contributed to the 
backlogs of benefit payments which have occurred and which have 
caused much criticism of State operations on the part of labor organi- 
zations and the claimants themselves. 

I cannot emphasis too strongly that this absorption of some millions 
of dollars of salary increases by the States has been a heavy contribut- 
ing factor to that. It hasn’t been the only one, but it has been a 
major one. We understand that the 1955 appropriation request does 
contemplate the use of the contingency fund for some types of salary 
increases, principally those passed by a State legislature, as for 
example the statewide increase to all employees, or some type which 
is applicable to all employees under a State civil service system. It 
does not provide for within-grade or the merit type of increase which 
is a basic type of increase long recognized in industry and government 
as being a must. 

If you cannot recognize differences in work between people by giving 
them salary increases at reasonable intervals, you don’t keep those 
people, and the morale in whatever type of business you have, includ- 
ing governmental agencies, is reduced to a point where you have 
trouble with them. That is all there is to it. 

Now, we would hope that the Congress would recognize this situa- 
tion and permit the States to use these contingency funds as in the 
past. 
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Mr. Bussey. Thank you, Mr. Cash. And thank you, Mr. Bern- 
stein. 

At this time, without objection, I will insert into the hearings a 
copy of a letter dated January 22, 1954, addressed to me and signed 
by Mr. Harry E. Kendall and Mr. Harold A. Cash. 

(The letter above referred to is as follows:) 


INTERSTATE CONFERENCE OF 
EMPLOYMENT SEcuriIty AGENCIES, 
January 2, 1954. 
Hon. Frep E. Bussey, 
Chairman, Subcommittee on Labor-HEW, 
Committee on Appropriations, 
House of Representatives, Washington 25, D. C. 

ConGrREssMAN Bussey: On the morning of Thursday, January 21, 1954, 
the following members of the Interstate Conference of Employment Security 
Agencies met with you and Mr. Robert Moyer in your offices: 

Henry E. Kendall, president 

Samuel C. Bernstein, regional vice president 

Newell Brown, Chairman, legislative committee 

Harold A. Cash, chairman, administrative grants committee 

The immediate purpose of our visit was to apprise you of the difficulties of the 
State employment security agencies in financing all types of salary increases from 
basic appropriations and to attempt to enlist your support in measures designed 
to alleviate the conditions for both fiscal year 1954 and in succeeding years. 

Until fiscal year 1954 all types of State salary increases were financed from the 
contingency fund which was also used for financing additional benefit workloads 
and changes in State laws. For fiscal year 1954, however, the Congress changed 
the language of the Appropriation Act to prohibit payment of salary increases 
from the contingency fund. No compensating increase in the average annual 
salary for the year was made in the basic budget, with the result that State salary 
increases estimated to be $6-$7 million are being financed from funds which were 
intended for other program purposes. The Congress, in effect, approved an 
employment-security program for the States but did not provide the funds for 
the personnel necessary to operate the program at the approved level. 

Employment-security agencies are State departments and operate under the 
close supervision of State officials as well as being required to meet certain per- 
sonnel standards prescribed by the Department of Labor. Salary increases 
within the State employment security agencies are a matter of State law and 
State practice and are guided by Federal policy. Generally, therefore, the State 
employment-security agencies must pay salary increases if they are to follow 
their own State law or practice. Experience over the years, and especially note- 
worthy in the current year when contingency funds were not available, clearly 
shows that States do grant these increases. 

If such increases are not specifically provided for by the budgetary process, 
they cannot be paid except at the expense of the work to be performed. Unlike 
most Federal agencies, the State employment-security agencies are budgeted on 
work-load accomplishments and cannot use lapsed funds for salary increases. 
they must create “lapsed” funds by failing in some part or all of their service. 

Salary increase funds can be specifically provided to the States by either pro- 
jecting a figure of expected average annual salary or by restoring the principle 
of payment from the contingency fund. Estimation of an average annual salary 
is accompanied by the hazard of forecasting the action of State legislatures not 
yet in session, of anticipating the amounts to be granted and of weighing the effect 
of levels of employment within the agency. 

We believe it to be far more desirable and effective to restore the principle of 
payment of State salary increases from the contingency fund. Under this pro- 
cedure the exact amount of salary increases will be paid—no more. The work 
program approved by the Congress need not be restricted by any necessity to 
divert funds from it for salary changes and States could operate with confidence 
that they could use the proper number of employees and pay them the proper 
salary established in their States. 

Abandonment of the principle of payment of State salary increases from the 
contingency fund has caused substantial damage and embarrassment to the 
employment security program. The earliest possible correction of this situation 
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is believed imperative. We urgently request that you and your committee 
at your earliest convenience give favorable consideration to the use of the con- 
tingency fund for salary increases of all kinds in fiscal year 1954 and will permit 
the same procedure for fiscal year 1955 and thereafter. We believe the principle 
to be a good one. 

A joint resolution amending the contingency fund language of the present 
ereeneess act to correspond to that in the 1953 Appropriation Act would 
effect the ends immediately in view; that is, reestablishment of the salary increase 
principle as outlined above and prompt relief of countrywide underfinancing of a 
critical nature. We would like to make it clear that such a resolution, if passed, 
would not provide the amount of financing relief necessary for the longer run. 
A request for a supplemental appropriation covering the remainder of the year 
is, we understand, being prepared by the Department of Labor. 

We would very much appreciate an opportunity to appear before the subcom- 
mittee when it considers this matter for the purpose of further clarification and 
answering any questions which may arise. 

On behalf of all members of the Interstate Conference of Employment Security 
Agencies we wish to thank you and Mr. Moyer for the friendly consideration 
accorded us. 

Yours very truly, 
Henry E. Kenpatt, 
President. 
Haroup A. Cash, 
Chairman, Administrative Granis Committee. 

Mr. Bussey. Personally I want to state for the record that I ap- 
preciate the testimony of men such as yourself who are working with 
this at the State level. I think it will be very valuable to the 
committee. 


WEEKLY VERSUS BIWEEKLY CLAIMS TAKING 


: mer is your thinking on this question of taking claims weekly or 
iweekly? 

Mr. Bernstern. Well, Mr. Chairman, by reason of the pressures 
of the restrictions of the budget for the fiscal year 1954, Illinois did 
go to biweekly reporting. e had been on weekly reporting. We 
would have remained on weekly reporting if we had had the funds to 
continue the weekly reporting program. 

Labor in Illinois does not like biweekly reporting. The employers 
in Illinois do not like biweekly reporting. Labor does not like it be- 
cause it means a delay in benefit payments to groups who are in im- 
mediate and urgent need of those funds and industry does not like 
it because workers are not being screened often enough against avail- 
able job opportunities when they are required to report once in 2 
weeks rather than once every week. Under those circumstances and 
speaking, therefore, as an administrator representing the interested 

oups in Illinois, all interested groups, I would say we in Illinois 

efinitely advocate the return to weekly reporting. 

Mr. Bussey. The biggest objection is the delay in making the 

sag, (2g to the people who are entitled to it; is that correct? 
‘ Mr. Bernstern. Well, that is the biggest objection that comes from 
the labor group. But from the industry group the biggest objection 
is the fact that workers are not being screened often enough against 
available job opportunities in the local office. 

In other words, if they come in once a week, Mr. Busbey, it is 
obvious that the available job opportunities in the office at that time 
will be made available to this individual when he reports. If he comes 
in only once every 2 weeks, it means you have just that much less 
screening of the applicant. 
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Mr. Bussey. Mr. Fogarty? 

Mr. Focarty. Mr. Bernstein, I think I should mention that I heard 
your name mentioned by the chairman of this committee the other 
day when Mr. Goodwin was here, and he said some very nice things 
about you and the way your program has been run in Illinois. 

Mr. Bernstern. Thank you very much, sir. 


HISTORY AND USE OF CONTINGENCY FUND 


Mr. Foaarty. I think you have explained this situation thoroughly 
as far as I am concerned; because I happen to believe the way you 
believe. I remember when the contingency fund was established by 
this committee in 1949 or 1950. It was for the specific purpose of 
meeting salary increases that could not be foreseen and increased 
workloads, and the changes in State laws which likewise could not be 
foreseen. I think it was recognized by the employment services and 


' the Congress that those were things that we could not foresee, and 


we should have some provision in each year’s appropriation to take 
care of it. 

I have often wondered whether we should make this an open-end 
appropriation or not; because I have always maintained that for all 
practical purposes this is not an appropriation out of the Treasury of 
the United States. 

This fund is in the Treasury of the United States because of this 
three-tenths of 1 percent special tax. It therefore is not a drain on 
the regular funds of the Treasury of the United States. It is some- 
thing that belongs to the States that have contributed that three- 
tenths of 1 percent into this fund. Ido not know why we in Congress 
should be so stingy about the appropriations in a thing like this. I 
have often wondered why some serious thought has never been given 
to making it in open-end appropriation, It would certainly make 
sense and would help you in the position you find yourself in today 
with unemployment rising, especially in the last 3 or 4 months, some- 
thing you people could not foresee 18 months ago when you had to 
present your budget to the Department of Labor regional offices, or 
when they presented the budget to Washington. It was about 18 
months ago that you presented that budget, wasn’t it? 

Mr. Bernstein. That is right. 

Mr. Foaarry. I mean the budget for 1955. 

Now, we are talking about a supplemental for 1954, this fiscal 
year that we are in now. I don’t know whether it makes any differ- 
ence to you when you get this money or not; but the way it looks to 
me, unless the Senate adds it onto a supplemental that we just passed 
a couple of weeks ago, there may not be another supplemental up for 
a couple of months. That is not the fault of the Congress; that is 
the fault—we went into it thoroughly the other day—that is the fault 
of the Budget Bureau we believe, because they did not get these esti- 
mates up here to this committee or to Congress in time to hold hear- 
ings on them before the last supplemental bill was acted on in the 

ouse, 

I don’t think I have any questions; because I think you have 
covered the ground pretty thoroughly. I think you have done a 
good job in presenting the case of the States to this committee. 

Mr. Bussey. Mr. Fernandez? 

Mr. Fernanpez. I have no questions. 
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ADVISABILITY OF SUPPLEMENTING CONTINGENCY FUND 


Mr. Bussey. Tell the committee, please, in your judgment what 
would be the advantage or disadvantage of having this supplemental 
appropriation we have under consideration at the present time being 
made to the contingency fund rather than to the basic appropriation. 

Mr. Casu. A request for funds for additional workload has been 
made as a request for an addition to the original appropriation. 

Mr. Bussey. What we might term the basic appropriation. 

Mr. Casu. Rather than as an increase in the contingency fund. 
This might give the appearance of not recognizing the contingency 
principle. I would not want to say that there has been any attempt 
not to recognize it at all; but as we understand it, the contingency 
fund has been regarded as a device—— 

Mr. Frernanpez. It is a device to anticipate contingencies? 

Mr. Casu. That is right. It is a device to anticipate contingencies. 
If we miss our guess on workloads, that is the place to go to get 
additional funds. 

Now, the reason why it may be rather hazardous to request the 
funds as a part of the basic appropriation lies in the mechanics of the 
operation of the contingency fund, not through the action of Congress, 
but under regulations of the Bureau of the Budget. There is what is 
known as a 10-percent tolerance factor involved in this. 

In other words, before a State may receive funds from the con- 
tingency fund for workloads, they must absorb or in a way, discount 
10 percent of the basic appropriation. I think a simple example wil! 
illustrate this. 

If the basic appropriation was 100 and the load is 200, the State 
will be paid for 190, which is the 200 workload less 10 percent of the 
basic appropriation. Now, if as a supplemental request, the basic is 
increased to 150, the State will be paid less than it would have been 
had the basic not been increased. 

In other words, what they will be paid for a 200 workload is now 
185; the 200 less 10 percent discount of the 150 basic appropriation. 

That can easily occur. It will be a matter of pure gamble as to 
whether it occurs or not. I believe the Bureau has in mind that if 
they receive all of this additional benefit money requested, they will 
be in position to increase the basic appropriations to each State to a 
eg where the tolerance factor will not adversely affect the situation; 

ut there is no assurance that the Bureau’s calculations will be that 


way. 

And I will say this: that if this increase is made in the basic appro- 
priation and the situation does not develop exactly as the Bureau 
guesses that it will, we will be in the unhappy position of costing 
some States money by presumably giving them more money. It is 
an odd situation. It is one not too well recognized unless you do 
considerable research on the actual operation of the contingency fund. 
But it is a fact. It happened 2 years ago. 

Mr. Bernstein, am I not correct that you were one of the States 
which found that by receiving more money it cost you money? 

Mr. BrernstTEIN. Yes. 


Mr. Casn. Now, if the increased amount for workload is added to ~ 


the contingency funds, the States are in the same ‘ee as they are 
now. They have discounted the original workload. They have their 
planning and their calculations on that basis. 
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Mr. Bernstein. Congressman Busbey, there is one point that I 
would like to bring out in this connection. If the Bureau of Em- 
ployment Security and the Budget Bureau’s estimate of workload 
between now and July 1 is correct, and if the request is granted as 
asked for, I would say that the States will come out all right. How- 
ever, if anything happens in the long process between recommenda- 
tions and passage, States could get hurt. And I think that the 
committee ought to be aware of the fact that these possibilities do 
exist, depending upon what happens. 

I know that our time is up. And I want to express our deep and 
abiding appreciation to you people for letting us come in here and 
talk to you on this matter. We assure you that all the States appre- 
ciate it. And back home, I assure you that we appreciate it. 

Mr. Bussey. I think I am speaking for all the members of this 
committee when I say that we do not want to foreclose anyone; we 
want to get all the information and facts that we possibly can to help 
us in our final determination of what we should recommend to the 
House. 

Mr. Fernanpez. May I ask a couple of questions? 

Mr. Bussey. Certainly. 

Mr. Fernanpez. You speak of the basic appropriation and con- 
tingency funds or appropriation. They are all the same appropria- 
tion for the same purpose, are they not? Except that a certain 
amount is earmarked for contingencies that cannot be foreseen? 

Mr. Casu. Basically that is correct. 

Mr. Bernstern. I would say that is true. 

Mr. Fernanpez. It is just a matter of handling a certain part of 
the funds? 

Mr. Bernstein. That is correct. 

Mr. Fernanpez. And when you call it the contingency fund, it is 
because it cannot be foreseen? But now since you have gone almost 
through the whole year and know what the expenditures were or will 
be, the appropriation would just as well be made on that basis, for 
the purpose of reimbursing you and carrying on for the rest of the 
year, not necessarily contingencies; because it is not contingent any 
more? 

Mr. Fogarty. I might say this: Another reason for the contingency 
fund being in this bill was to avoid the necessity for supplemental 
appropriations such as we are considering today. The contingency 
fund has never been large enough to cover these three unpredicatable 
items that we have been discussing. If the contingency fund was 
large enough, the only things it could be spent for are these three 
things: Increased workload, changes in State law which increase 
administrative costs, and salary increases. Any other cost would 
have to be borne by the basic grant to the States. If part of the 
contingency fund was not needed for these three things that money 
would revert back to the Treasury. 

Mr. Fernanpez. Was that set up by the Appropriations Com- 
mittee; not by the basic law? 

Mr. Fogarty. Yes. 

Mr. Brernstern. Yes. 

Mr. FernanpeEz. You speak about receiving more money and cost- 
ing you more money thereby. Are you referring there to the con- 
tingency appropriation? 
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ADVISABILITY OF SUPPLEMENTING CONTINGENCY FUND 


Mr. Bussey. Tell the committee, please, in your judgment what 
would be the advantage or disadvantage of having this supplementa| 
appropriation we have under consideration at the present time being 
made to the contingency fund rather than to the basic appropriation 

Mr. Casu. A request for funds for additional workload has been 
made as a request for an addition to the original appropriation. 

Mr. Bussey. What we might term the basic appropriation. 

Mr. Casu. Rather than as an increase in the contingency fund 
This might give the appearance of not recognizing the contingency 
principle. I would not want to say that there has been any attemp' 
not to recognize it at all; but as we understand it, the contingency) 
fund has been regarded as a device 

Mr. Frernanpez. It is a device to anticipate contingencies? 

Mr. Casu. Thatis right. It is a device to anticipate concingencies 
If we miss our guess on workloads, that is the place to go to get 
additional funds. 

Now, the reason why it may be rather hazardous to request the 
funds as a part of the basic appropriation lies in the mechanics of th: 
operation of the contingency fund, not through the action of Congress 
but under regulations of the Bureau of the Budget. There is what is 
known as a 10-percent tolerance factor involved in this. 

In other words, before a State may receive funds from the con- 
tingency fund for workloads, they must absorb or in a way, discount 
10 percent of the basic appropriation. I think a simple example wil! 
illustrate this. 

If the basic appropriation was 100 and the load is 200, the State 
will be paid for 190, which is the 200 workload less 10 percent of the 
basic appropriation. Now, if as a supplemental request, the basic is 
increased to 150, the State will be paid less than it would have been 
had the basic not been increased. 

In-other words, what they will be paid for a 200 workload is now 
185; the 200 less 10 percent discount of the 150 basic appropriation. 

That can easily occur. It will be a matter of pure gamble as to 
whether it occurs or not. I believe the Bureau has in mind that if 
they receive all of this additional benefit money requested, they will 
be in position to increase the basic appropriations to each State to a 

oint where the tolerance factor will not nitveceely affect the situation; 
ut there is no assurance that the Bureau’s calculations will be that 


way. 

had I will say this: that if this increase is made in the basic appro- 
priation and the situation does not develop exactly as the Bureau 
guesses that it will, we will be in the unhappy position of costing 
some States money by presumably giving them more money. It is 
an odd situation. It is one not too well recognized unless you do 


considerable research on the actual operation of the contingency fund. — 


But it is a fact. It happened 2 years ago. 

Mr. Bernstein, am er correct that you were one of the States 
which found that by receiving more money it cost you money? 

Mr. BernsteIn. Yes. 

Mr. Casn. Now, if the increased amount for workload is added to 
the contingency funds, the States are in the same position as they are 
now. They have discounted the original wittoad. They have their 
planning and their calculations on that basis. 
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Mr. Bernstrern. Congressman Busbey, there is one point that I 
would like to bring out in this connection. If the Bureau of Em- 
ployment Security and the Budget Bureau’s estimate of workload 


* between now and July 1 is correct, and if the request is granted as 


asked for, I would say that the States will come out all right. How- 
ever, if anything happens in the long process between recommenda- 
tions and passage, States could get hurt. And I think that the 
committee ought to be aware of the fact that these possibilities do 
exist, depending upon what happens. 

[ know that our time is up. And I want to express our deep and 
abiding appreciation to you people for letting us come in here and 
talk to you on this matter. We assure you that all the States appre- 


P ciate it. And back home, I assure you that we appreciate it. 


Mr. Bussey. I think I am speaking for all the members of this 
committee when I say that we do not want to foreclose anyone; we 
want to get all the information and facts that we possibly can to help 


} us in our final determination of what we should recommend to the 


House. 

Mr. Fernanpez. May I ask a couple of quesiions? 

Mr. Bussey. Certainly. 

Mr. Fernanpez. You speak of the basic appropriation and con- 
tingency funds or appropriation. They are all the same appropria- 
tion for the same purpose, are they not? Except that a certain 
amount is earmarked for contingencies that cannot be foreseen? 

Mr. Casu. Basically that is correct. 

Mr. Bernstein. I would say that is true. 

Mr. Fernanpez. It is just a matter of handling a certain part of 
the funds? 

Mr. Bernstein. That is correct. 

Mr. Fernanpez. And when you call it the contingency fund, it is 
because it cannot be foreseen? But now since you have gone almost 
through the whole year and know what the expenditures were or will 
be, the appropriation would just as well be made on that basis, for 
the purpose of reimbursing you and carrying on for the rest of the 
year, not necessarily contingencies; because it is not contingent any 
more? 

Mr. Fogarty. I might say this: Another reason for the contingency 
fund being in this bill was to avoid the necessity for supplemental 
appropriations such as we are considering today. The contingency 
fund has never been large enough to cover these three unpredicatable 
items that we have been discussing. If the contingency fund was 
large enough, the only things it could be spent for are these three 
things: Increased workload, changes in State law which increase 
administrative costs, and salary increases. Any other cost would 
have to be borne by the basic grant to the States. If part of the 
contingency fund was not needed for these three things that money 
would revert back to the Treasury. 

Mr. Fernanpez. Was that set up by the Appropriations Com- 
mittee; not by the basic law? 

Mr. Foaarry. Yes. 

Mr. Bernstein. Yes. 

Mr. Fernanpez. You speak about receiving more money and cost- 
ing you more money thereby. Are you referring there to the con- 
tingeney appropriation? 
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Mr. Bernstein. Yes. 

Mr. Fernanpez. I see. That’s all. 

Mr. Bussey. Any further questions? If not, thank you very 
much, gentlemen. 

Mr. Bernstetn. May I indicate to the chairman on the record my 
appreciation to this committee? 

Mr. Casu. Thank you. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
SocraL Securtry ADMINISTRATION 


Fripay, Fesruary 26, 1954. 
WITNESSES 


VICTOR CHRISTGAU, DIRECTOR, BUREAU OF OLD-AGE AND 
SURVIVORS INSURANCE 

ROBERT M. BALL, DEPUTY DIRECTOR, BUREAU OF OLD-AGE AND 
SURVIVORS INSURANCE 

ROY E. TOUCHET, ASSISTANT DIRECTOR, BUREAU OF OLD-AGE 
AND SURVIVORS INSURANCE 

JACK 8S. FUTTERMAN, CHIEF, FISCAL MANAGEMENT BRANCH, 
BUREAU OF OLD-AGE AND SURVIVORS INSURANCE 

WILSON C. JONES, CHIEF, FISCAL PLANNING SECTION, FISCAL 
MANAGEMENT BRANCH, BUREAU OF OLD-AGE AND SURVIVORS 
INSURANCE 

ROBERT W. BROWN, ASSISTANT BUDGET OFFICER, DEPARTMENT 
OF HEALTH, EDUCATION, AND WELFARE 


Bureau or AND Survivors INSURANCE 


Mr. Bussey. The committee will come to order. We have for 
consideration this morning a request for a supplemental appropriation 
of $996,000, contained in House Document 330, for the Bureau of 
Old-Age and Survivors Insurance for the fiscal year 1954. This is the 
first time the new Director, Mr. Victor Christgau, has appeared before 
this committee. Mr. Christgau, we welcome you and wish you every 
success in your new position. 

Mr. Curistaau. Thank you very much, Mr. Chairman. 

Mr. Bussey. As you know, only a very small part of the total funds 
expended under the old-age and survivors insurance program are 
controllable funds that this committee has anything to say about. 
But we are always glad to have the Bureau officials with us. 

Mr. Curisteav. Thank you. I want to say that I have been very 
much impressed with the operations of the Bureau. I have had some 
experience in other Government operations, but because of my new- 
ness on the program so far, Mr. Robert Ball, the Deputy Director, 
will make the presentation to the committee this morning. 

Mr. Ball has been the Acting Director since the beginning of the 
fiscal year and prior to that. 

Mr. Bauu. From last May. 

Mr. Bussey. All right, Mr. Ball. If you have a statement you 
would like to make we will receive it at this time. 
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GENERAL STATEMENT 


Mr. Bau. Public Law 286, 83d Congress, enacted August 15, 1953, 
requires the Bureau of Old-Age and Survivors Insurance to reimburse 
the Post Office Department at regular rates for the handling of its 
mail. This law, which became effective on August 16, 1953, will 
necessitate payment of $996,000 to the Post Office Department for 
the handling of an estimated 33,200,000 pieces of mail covering the 
104-month period in fiscal year 1954 ending on June 30, 1954. 

The regular appropriation for the Bureau of Old-Age and Survivors 
Insurance was passed July 31, 1953, approximately one-half month 
before Congress enacted Public Law 286. Thus the cost of reimburs- 
ing the Post Office Department for penalty mail was not included in 
the budget estimates for 1954 submitted by the Bureau, or the 
appropriation approved by the Congress. The Bureau is requesting, 
therefore, $996,000 as a supplemental appropriation for 1954 in order 
that it may reimburse the Post Office Department from the trust fund 
for the mail services which it will render the Bureau in fiscal year 1954, 

The Bureau of the Budget recognized the need for additional funds. 
On December 3, 1953, it authorized the Bureau of Old-Age and Survi- 
vors Insurance to spend on a deficiency basis, in this fiscal year, at an 
annual rate of $996,000 in excess of the regular appropriation of 
$62,750,000. Budget Director Dodge advised the Congress of this 
action in letters addressed to the Speaker of the House and to the 
President of the Senate dated December 3, 1953. 

Like most enterprises in commerce and industry, the Bureau 
relies upon the United States mail as an indispensable means of carry- 
ing on its business. The old-age and survivors insurance program 
which the Bureau administers deals with over 90 million living workers 
who have some coverage under the program, 3% million employers 
who file quarterly reports of earnings for their workers, 5 million 
self-employed persons who file earnings reports for themselves, about 
1% million persons who will file for benefits in 1954 and over 6 million 
beneficiaries on the rolls who receive monthly benefit checks. A 
program such as this, dealing with groups as large and varied as those 
enumerated, must utilize the mails if it is to perform its work economi- 
cally and efficiently. In a large area of the Bureau’s work the most 
economical way to make the necessary contacts is through the mail. 
If the use of the mails is arbitrarily curtailed then personal contacts, 
which are much more costly, would be required. 

To a very large extent the volume of mail involved in the Bureau’s 
operations is dictated by the size of workloads which the Bureau has 
to handle. The magnitude of these workloads are not subject to 
Bureau control, but derive from factors such as rates of employment, 
birth, death, retirement, unemployment, marriage, etc. These factors 
determine how many persons will require new account numbers or 
duplicate numbers, for how many workers’ wages will be reported, 
how many individuals will file claims for benefits, and so forth. 

Experience to date, indicates that the composite workload which 
the Bureau will receive in 1954 will exceed by a minimum of 4.5 per- 
cent that which was estimated at the time the appropriation for 1954 
was being considered. We have been hard pressed this fiscal year to 
date to keep pace with workload receipts. The situation is illus- 
trated by the claims workload received in the Bureau’s field offices; 
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this is the most significant single workload which the Bureau handles. 
The original estimate upon which the appropriation was based indi- 
cated that claims for 806,300 beneficiaries would be filed during the 
period July-December 1953. The actual number received was 
886,504, and the Bureau has managed to keep abreast of this work. 
Starting January 1, 1954, the claims workload increased very sharply 
and although the Bureau output has increased, it has failed to keep 
pace. Pending cases which were at the level of 83,000 on January 1, 
increased to 135,633 on February 11, 1954. The Bureau will be hard 
put to handle the revised claims workload estimate for the January— 
June period of 1,032,900 claims—the original estimate was 922,900— 
and to reduce the pending cases to the normal level. 

In making this request, the Bureau believes that this supplemental 
—— is essential to the continued effective administration of 
this program which is, in the words of the President, concerned with 
the “human problems of the individual citizen” and which helps 
build “a better and stronger America.”’ 


1954 APPROPRIATION AND WORKLOAD 


Mr. Bussey. I believe your original request for appropriations 
for fiscal year 1954, Mr. Ball, was $64 million and this committee cut 
it down to $62,750,000. 

Mr. Bauu. That is correct, Mr. Chairman. 

Mr. Bussey. I think it would be helpful if you could insert at this 
point in the record a workload table showing for 1953, the original 
1954 estimate and the current 1954 estimate the following: The 
number of new claims received, the earning items received, the number 
of employer reports received, benefits in force, and the number of 
adjustment actions processed. 

Ar. Banu. We will be glad to do that. 

(The material referred to is as follows:) 


Original and revised 1954 estimates and 1953 actual workloads for selected major 


workloads 
1954 revised 
1954 legisla- |1954 operating| operating 
Crude rela-| tive estimate | estimates estimates 1953 actual 
tive weights} (prepared (prepared workload 
May 1952) ! | May 1953) 2 anuary 
1954) 
New claims received (beneficiary) - ._ 23.7 1, 694, 000 1, 753, 000 1, 919, 404 1, 877, 030 
Employee earnings items received - -- 13.9 232, 024, 000 228, 738,000 | 232,674,412 | 225, 044, 610 
Employer reports received = 1.4 15, 433, 000 14, 537, 000 14, 478,340 | 14, 412, 118 
Benefits in force (end of year) _......- 1.0 6, 580, 000 6, 692, 000 6, 796, 000 5, 928, 379 
Adjustment actions processed - - ....- 7.6 3, 885, 000 3, 694, 000 3, 513, 419 3, 317, 748 


! 1 These workloads appeared in the 1954 congressional budget. 

2 thes workload estimates were prepared for operating purposes immediately prior to the beginning of 
fiscal year 1954. 
> § These estimates represent actual workloads for the first half of the fiscal year plus revised estimates for 
the last half of the fiscal year. 


MONTHLY OBLIGATIONS 


Mr. Bussey. Could you also prepare a table showing the monthly 

obligations for fiscal year 1953, the actual monthly obligations for fiscal 

ear 1954 through December, and the caleeied monthly obligations 
rom January through June of 1954? 
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Mr. Yes, sir. 
(The material referred to is as follows:) 


Actual obligations by months for fiscal year 1953, for fiscal year 1954 through 
January 1954, and estimated obligations for period February 1954 through June 
1954 


| Fiseal year Fiscal year 
1953 


1954 
ete $5, 169, 455 | $5, 427, 890 
November __ 


4, 992 905 


December - 
January 


March 

532, 


1 Drop in this month due to the fact that January has only 21 days as compared with 23 in December. 

2 Obligations in February and succeeding: months were abnormally low due to the reduction in the 
Bureau’s supplemental budget request from $4,360,000 to $2 million. 

3 Reflects use of overtime work in field and area offices, ae is necessary in order to reduce the large 
number of pending ime on hand (135,633 as of Feb. 11, 1954 

4 Number of days for which employees will be paid is as ‘howe: February, 20 days; March, 23 days; 
April, 22 days; May, 21 days; and June, 22 days. 

$ Of which approximately $285,000 was for reimbursable work performed for other governmental agencies, 
States, and private companies. 

6 Consists of regular appropriation of $62,750,000, $996,000 required for penalty mail, and $250,000 for 
reimbursable work performed for other governmental agencies, States, and private companies. Thus, 
the amount required solely for Bureau work is $63,746,000. 


METHOD OF COMPUTING ESTIMATE 


Mr. Bussey. The supplemental request this morning is for $996,000 
for penalty mail. How was that figure arrived at? 

Mr. Batt. I think it might be better, Mr. Chairman, if it would be 
agreeable to you to ask Mr. Futterman, who actually prepared that 
estimate, to go through the steps. 

Mr. Bussey. It is always understood that anyone who has the 
information can answer the question. 

Mr. Furrerman. Mr. Chairman, when Public Law 286 was passed 
we were in the process of preparing our 1955 estimates and requesting 
an apportionment of the 1954 funds from the Bureau of the Budget. 
That was August 15 that Public Law 286 was passed. We were 
buttoning up our budget for 1954 and 1955. At that time we went 


to the only source of workload data on mnie mail, which was the 7 
reports which were being made to the Post Office Department by our j 
Property and Procurement Section. After Congress discontinued ea 
penalty mail appropriations for the departments sometime around is 


1946 and 1947, it was incumbent upon the department to forward 
to the Post Office yearly reports of penalty mail usage. We referred 
to the data for the fiscal year 1953, which was the last completed year. 
We got the total volume of mail reported to the Post Office Depart- 
ment. 

Then we examined the workload data for prior years, going back 
to the last year for which penalty mail was reimbursed to the Post 
Office. We saw that those annual figures corresponded to the work- 
load change which had taken place in the Bureau. Using then the 
total figure for 1953 on penalty mail, we related that to the workload 
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situation that would exist in the Bureau in 1954 and 1953. Then by 
internal reports we were able to break those figures down into organi- 
izational groups and into the budget activities. 

We feel that the figure is consistent with all of the reports that 
have been made in prior years to the Post Office Department. It 
ties in with the workload situation that we foresee. 


PENDING CLAIMS 


Mr. Bussey. You said the pending claims were at a level of 83,000 
in January and have since increased to 135,633 on February 11, 1954. 
According to your statement, you expect a further increase between 
now and the first of July. How far behind would that put you in 
days or weeks compared to what might be considered the normal 
work load? 

Mr. Batu. Mr. Chairman, we are hopeful we can prevent a further 
increase in the actual pending load beyond what it is now, and we are 
hopeful that by increasing productivity we can work that pending 
load down some. 

What I meant to convey in the statement was that the new claims 
that we would receive in the second half of the fiscal year would be 
greater than what we had originally estimated. But we would hope 
to be able to nevertheless work those out without increasing the 
pending—— 

Mr. Bussey. What is the average length of time at the present 
before these pending claims are processed? 

Mr. Batu. At the end of January we were up to a total of 43 days 
from receipt to actual payment of the claim. We don’t really feel 
comfortable in the processing time which goes beyond what we had 
in June 1952 of around 30 days, which is what we hope to have as 
the norm. This processing time of 43 days is still on the way up at 
the present time. 

Mr. Bussey. How do you propose bringing that down? 

Mr. Bauu. Well, one thing that we are doing at the present time, 
Mr. Chairman, is using some overtime in our field offices, and as that 
load moves along to our area offices we have to use some overtime 
there. We are very reluctant to use overtime. 

As you know very well there have been very heavy loads on this 
bureau since the 1950 amendments, and our people have worked very 
hard. We hate to have to do this, but that is one device in which 
we are trying to keep the pending load within bounds. Then we 
anticipate doing still more in the way of shortcuts and increasing 
efficiency over what we have done previously. 

Mr. Bussey. Mr. Fogarty? 


METHOD OF BUDGETING PENALTY-MAIL COSTS 


Mr. Fogarty. Mr. Ball, this $996,000 is for the penalty-mail costs 
of the OASI. That was previously carried in the appropriation for 
the Post Office Department? 

Mr. Batu. Yes, sir. 

Mr. Fogarty. Because of this law which was passed in August of 
this fiscal year all future penalty-mail costs will be carried in your 
regular appropriation bill? 
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Mr. Batu. That is right. 

Mr. Focarry. How much are you asking for 1955 for penalty mail? 

Mr. Batu. $1,175,000. 

Mr. Fogarty. This is just a transfer from the Post Office Depart- 
ment to the OASI? 

Mr. Batu. That is correct. I might point out that this $996,000 
figure is for only a 10%-month period, where the other is for a 12- 
month period. 

Mr. Foearry. The Post Office Department appropriation bill will 
show a decrease of $1 million because of just this 1 Government 
operation with regard to penalty mail, and this appropriation bill will 
show an increase of $1 million because of the law which was enacted 
last year? 

Mr. Batu. Yes, sir. 

Mr. Fogarty. That is all, Mr. Chairman. 

Mr. Bussey. Thank you, gentlemen. 


GRANTS TO STATES FOR Pusiic ASSISTANCE 
Fripay, Fesruary 26, 1954. 
WITNESSES 


KATHRYN D. GOODWIN, ACTING DIRECTOR, BUREAU OF PUBLIC 
ASSISTANCE 

ANDREW R. N. TRUELSON, EXECUTIVE OFFICER, BUREAU OF 
PUBLIC ASSISTANCE 

DOROTHY B. WEST, CHIEF, OPERATING STATISTICS BRANCH, 
DIVISION OF PROGRAM STATISTICS AND ANALYSES, BUREAU OF 
PUBLIC ASSISTANCE 


Mr. Bussey. The committee will come to order. The committee 
has before it this morning a supplemental appropriation request of 
$58 million contained in House Document No. 330, for ‘‘Grants to 
States for Public Assistance.’’ Miss Goodwin, if you have a state- 
ment we will be pleased to have you present it at this time. 


GENERAL STATEMENT 


Miss Goopwin. Mr. Chairman, under titles I, IV, X, and XIV of 
the Social Security Act, the Federal Government makes grants to the 
States for assistance and administration of four programs of public 
assistance—old-age assistance, aid to dependent children, aid to the 
blind, and aid to the permanently and totally disabled. The amounts 
of Federal funds to be paid are determined by applying the formula 
provided in the act to the expenditures made by the States. The 
need for a supplemental of $58 million, in addition to the 1954 regular 
appropriation of $1,340 million, is due to 2 factors. 

First, it was necessary to use $20,376,659 from the 1954 appro- 
priation to meet some of the 1953 requirements. 

Second, the decline in number of recipients of old-age assistance 
and aid to dependent children has been less rapid than was estimated 
when the regular appropriation was acted upon. On the other hand 
average payments per recipient have risen less than was estimated. 
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The total amount required for the fiscal year 1954 is larger than for 
1953 because the 1952 McFarland amendments will be in effect for 
the entire year 1954 in contrast to only three quarters in the year 1953. 
These amendments, which became effective on October 1, 1952, in- 
creased the rate of Federal participation in assistance payments in al] 
raw and jurisdictions, except Puerto Rico and the Virgin Islands, 

y raising the maximums on the amount of the payment in which the 
Federal , Heanioennconr shares and by raising the rate of Federal partici- 
pation. A description of the specific changes appears on page 7 of 
the justification statement submitted in support of this request. 

The 1950 amendments in extending the 4 categories of assistance 
to Puerto Rico and the Virgin Islands specified a lower rate of Federal 
participation and placed annual maximums on the Federal grants 
amounting to $4,250,000 for Puerto Rico and $160,000 for the Virgin 
Islands. Puerto Rico spent about $770,000 more from its own funds 
in the fiscal year 1953 than could be matched under the current 
limitation. 

Exclusive of Puerto Rico and the Virgin Islands, the current esti- 
mates assume that the number of recipients of old-age assistance will 
decline at an average monthly rate of 5,000; and that in aid to depend- 
ent children, the average monthly decline will be 6,500 about a half 
and a third, respectively, of the average monthly decline projected in 
the estimate on which the 1954 appropriation was based. In old-age 
assistance, the average number of recipients in 1954 is estimated at 
2,535,285, about 2.3 percent fewer than in the preceding year; and in 
aid to dependent children at 1,800,340 persons—children and adults— 
a decline of about 5.3 percent from 1953. 

Since these declines were projected, there has been a slackening in 
the downward trend in old-age assistance, and in December 1953, 
there was a more than seasonal increase in the number receiving aid 
to dependent children. It is possible that recent reports represent 
the beginning of a change in trend. If the number of recipients does 
not decrease during the balance of the year as estimated, the supple- 
mental of $58 million will be insufficient and it will be necessary either 
to submit a second supplemental request or to draw on the appropria- 
tion for 1955 for any additional amount that may be needed for grants 
for 1954. Either procedure would result in delay of some payments 
to States for the month of June. 

For all programs, it is estimated that average monthly payments 
and the Federal share thereof will remain at about the level prevailing 
during the first 6 months of the fiscal year. 

Grants to States under the public assistance programs are made on 
the basis of plans submitted by the States, which have been approved 
as meeting the requirements of the Social Security Act. Approval of 
a State plan commits the Federal Government to make grants-in-aid 
to the State in accordance with the grant procedures and financial 
provisions specified in the act. 

The system of grants for public assistance established under the 
act provides for quarterly advances to States on the basis of estimates 
and for adjusting the amounts granted by adding to or deducting 
from subsequent grants on the basis of the States’ actual expenditures. 
All grants are certified to the United States Treasury prior to the 
beginning of the quarter unless there are instances of pending questions 
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of conformity, unavailability of Federal funds, or failure of a State 
to submit required reports. 

For the convenience of the Treasury, the grants to States are 
scheduled for payment in monthly installments but in all other re- 
spects grant operations are on a quarterly basis. 

Any balance of funds not granted to States at the end of a fiscal 
year revert to the United States Treasury. The $340 million needed 
for the fourth quarter, including the $58 million supplemental, 
should be available and encumbered for the entire quarter and April 
payments made to the States between March 10 and 20. 


REASONS FOR ONLY SLIGHT DECLINE IN NUMBER OF RECIPIENTS 


Mr. Bussey. On page 1 of your statement you say— 
the decline in the number of recipients of old-age assistance and aid to dependent 
children has been less rapid than was estimated when the regular appropriation 
was acted upon. 

What is the explanation for that? 

Miss Goopwin. Of course, it is hard to seek an exact explanation. 
Actually, the decline is at the present time about half what was then 
estimated. It is now estimated at about 5,000 a month and we esti- 
mated it closer to 10,000. 

Mrs. West. In July-December 1952, it ran at about 5,000 a month 
and in July-December 1953 it was about 2,400 a month. 

Miss Goopwin. But we are estimating about 5,000 a month now. 

Mrs. West. Yes; it is estimated on the basis of 5,000, although now 
the actual is about half of that. 

Miss Goopwin. We have not yet received the estimates from all of 
the States for the fourth quarter. We are looking at them very care- 
fully to see whether the States estimate an increase. Some State 
administrators that we have seen have been somewhat alarmed by the 
December increase in ADC. It is certainly too soon to know whether 
it has great significance. 


REASON FOR MONTHLY PAYMENTS TO STATES 


Mr. Bussey. I note toward the very end of your statement that 
you say— 

for the convenience of the Treasury, the grants to States are scheduled for payment 
in monthly installments, but in all other respects grant operations are on a 
quarterly basis. 

Why is it more convenient for the Treasury to make 3 monthly 
checks than 1 quarterly check? 

Miss Goopwin. As we understand it, the amount of money involved 
is such that it has an effect on the interest rate that the Treasury has 
to pay. That has always been their explanation to us, that they pre- 
ferred not to pay out these amounts of money in one lump sum. In 
the very early part of the program grants were paid in a lump sum. 
Of course, you had a dual problem. One is whether the Federal 
Government lost interest by doing it, and the other was if the States 
collected interest on the money advanced. While such interest was 
recovered, it was a terrible nuisance for everybody concerned. 

Mr. Truexson. In the first few years of the program we did make 
payments to the States on a quarterly basis rather than monthly. In 
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discussions with the Treasury Department we found it would be a 
saving to the Government if the Treasury Department only made 
mantis advances. Thereby the Treasury wouldn’t have to pay 
additional interest rates. 

Mr. Bussey. If they paid on a quarterly basis that would mean 
some of the money would be going out to the States 60 days ahead of 
what it would on a monthly basis? 

Miss Goopwin. That is correct. 


IMPROPER PAYMENTS 


Mr. Bussey. After you make these payments to the States, and I 
have in mind particularly my own State of Illinois as an example— 
I have found that there are a great number of fraudulent payments 
made to individual recipients. We have uncovered a great many of 
them in Illinois in the last year. It is my understanding that the 
Federal Government does not participate in any of the recovery of 
that money 

Miss Goopwin. Yes, we do. 

Mr. Bussey. That the State gets the full benefit of that money. 

Miss Goopwin. No. If there is any recovery, the Federal Govern- 
ment always receives its share. Moreover, even though the State 
doesn’t make the recovery, if it is demonstrated that payments were 
improperly made, the Federal Government doesn’t participate in those 
payments. I know now, although I don’t have all the facts about it, 
that the regional office and the State of Illinois are setting up a pro- 
cedure to unscramble some of this and make sure they have reported 
to the Federal Government only the payments that were made to 
people who were found to have been eligible. 


AUTHORITY TO CHECK ELIGIBILITY 


Mr. Bussey. Under the present system it is very difficult for the 
Federal Government to assist in uncovering fraud through the audit 
procedure because we have no authority to check eligibility at the 
county level, or do you know of authority we have to check eligibility? 

Miss Goopwin. I believe we have authority to check any expendi- 
ture that involves the Federal money, and we do in fact check eligi- 
bility at tbe local level. We do various things, and how much the 
Federal Government does depends on how much the State does in its 
own review process. 

The State of Illinois, for example, has an extensive reviewing pro- 
cess of its own to review the decisions that are made at the local level. 
In such a State the Bureau does not try to do as much directly as in 
other places. We review cases on a sampling basis, and hopefully do 
it in all States to see how accurately they are determining eligibility. 
Then, if they are not doing so, an adjustment has to be made in the 
Federal grants. 

Mr. Bussey. That is where it was first brought to my attention 
when I was on my inspection tour this last summer. They have 
numerous cases that they have uncovered where the Federal Gov- 
ernment and the State have been defrauded of very large sums of 
money over a long period of time. 

I was informed it was going to be very difficult for the Federal 
Government to do anything about it due to the fact that we had no 
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authority to check eligibility at the county level. What authority 
do we have to check eligibility at the county level, and who would do 
that? Would it be the Audit Division? 

Miss Goopwin. It would be the Division of Grant-in-Aid Audits 
only by special request. As a division of labor, the Social Security 
Board long ago decided that the review of eligibility per se, that is, 
how well the State was making those determinations should be done 
by the Bureau of Public Assistance and the fiscal audit would include 
the fiscal aspects of all the payments as well as other things. 

We have a working arrangement that the auditors do not go in and 
make de novo determination of eligibility. But we have an arrange- 
ment that at any time we can call on them to go in and do a more 
extensive review if we can identify certain kinds of things that should 
be looked into. 

Of course, the basis for the authority I am sure rests in the fact that 
the provisions in the Social Security Act both as to the matching of 
payments and the other provisions assume that the State is account- 
able to the Federal Government for making payments only as pre- 
scribed in the State plan. The provions that have been approved are 
in accordance of course with the act and all fiscal regulations. 

The State is responsible in the first instance for reporting its ex- 
penditures and for excluding from those reports payments made to 
persons who are not eligible. That could not be done 100 percent by 
any State administrator. States vary a great deal as to how much 
they are able to carry that out with their own staff. Illinois does quite 
alot. That is where we start. If a State is not doing that, it is one 
of our first clues that more has to be looked into by the Federal 
Government. 

Mr. Bussey. The fiscal audit means practically nothing so far as 
detection of fraud is concerned. I was told of several cases in the 
State of Illinois where the fraud amounted to over $10,000. As the 
old saying goes, you can’t get blood out of a turnip. These people 
haven’t the money to pay back to the Federal Government. They 
make some arrangement where they can pay back $5 a week or even 
$10 a month, which is a ridiculous situation in trying to get $10,000 
back. We are not going to stop these things from happening unless 
we have some right to audit eligibility, not just a financial audit of 
the States but to audit eligibility at the county level. I don’t know 
where our authority is for that and you haven’t told me so far. 

Miss Goopwin. No one has questioned that authority for 20 years, 
Mr. Busbey. 

Mr. Bussey. Where have we audited eligibility at the county 
level? 

Miss Goopwin. For several years the Social Security Board 
reviewed 100 percent of all cases in the State. That went on for about 
4 years. At that time it was extremely valuable. The programs 
were new. The States did not have their own procedures established, 
It was a very expensive process, as you can well imagine. 

Since that time every effort has been made to build up the responsi- 
bility of the State and if they had the appropriate checks and 
balances 

Mr. Bussey. Evidently in the State of Illinois they didn’t have 
proper checks. 
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DISTINCTION BETWEEN FRAUD AND INELIGIBILITY 


Miss Goopwrn. I would like to distinguish, if I may, between 
fraud and ineligibility. 

Mr. Bussey. Fraud is the outgrowth of the lack of auditing 
eligibility. In other words, as I see the problem the employee who 
makes the determination at the county level can very easily put 
someone on the rolls for public assistance who is not entitled to it. 
But we have no way of checking that unless the States do it, just as 
the State of Illinois is doing it now. But this has been going on for 
some time without anyone raising the question. 

Miss Goopwin. There are a lot of kinds of frauds. There is fraud 
on the part of a worker. The fiscal auditors have been sucessful in 
catching much of that. Recipient fraud is a different kind of thing, 
and there we think it is important to distinguish between willful 
fraud, where a person is really trying to misrepresent and the kind 
of thing that happens because people have very little income, very 
little money. A boy gets a job for $4 or $5 and knows he ought to 
report it but the mother doesn’t quite get around to doing it. You 
do have that kind of problem which is much more difficult. 

Those things we distinguish fromfraud. Ineligibility generally comes 
about because of changes in circumstances. It is largely a matter of 
how quickly you get the report of those changes. There is no inten- 
tional fraud on anyone’s part. It is a matter where the workers don’t 
have the time to visit and the recipients don’t get into the office and 
don’t realize they have become ineligible. 


FEDERAL CHECKING OF CASE FILES 


Mr. Bussey. Where have we checked eligibility at the county level 
and what years? 

Miss Goopwin. We have been doing statistical sampling of eligi- 
bility for the last several years on a statewide basis. We have not 
yet done Illinois. This is a very rough pencil map but it gives you an 
idea of the progress in those periods. We draw a sample of cases from 
the entire State and do a statistical analysis to see to what extent 
that sample properly projected would present ineligibility in the case- 
load. That of course is a record check. The plan is that we will hope 
to do that kind of check in every State at about 5-year intervals. We 
would prefer to do it more frequently, but our staffing would not 
permit that. In the intervening years we would make more intensive 
reviews. These are reviews at the local level. 

Mr. Bussey. For the benefit of the committee tell us just exactly 
what the mechanics are in making one of these sampling checks in 
the State that you have referred to? 

Miss Goopwin. Our staff has to set up the sample. They have 
to arrange with the State to pull the cases. They pull up to 1,000 
case records, drawn by an automatic number system. The records 
are brought together from all over the State if it can be arranged, 
or on occasion if the counties are large enough our people go there. 

Mr. Bussey. A case is drawn out of the file. Now, what do you 
do with that case? Let us leave it to one specific case. 

Miss Goopwin. They examine the record. In the first place, they 
have already analyzed what the eligibility requirements are in this 
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cient and satisfactory evidence that there are eligibility factors which 
were established initially and that they have been reestablished 
those that would change, at appropriate intervals—and to see if 
there is anything of course in the record that would indicate a devia- 
tion in any other way from the State plan. 

Those have been analyzed. I should say that there is one other 
gst p. A great many cases are questioned, more than ultimately turn 

out to be. ineligible. They are all referred back to the States and 
the State has to submit additional evidence to show whether these 
are or are not eligible. 

» Mr. Bussey. You determine the eligibility upon what you find in 
the file? 

Miss Goopwin. In the first instance; yes. We question it on the 
basis of what is or is not in the file. We frequently do find that the 
workers know a great deal more than they have reported in the record. 
They can find the information, and I am talking about factual infor- 
mation that can be verified, and the State may clear those cases. 

The actual proportions of ineligible cases do not run very high. 
They run 1 to 3 percent. Most of them are around 1 percent, as far 
as we have the tabulations at the present time. 

Mr. Bussey. The people that are making these so-called sample 
P checks are working out of the Washington office or under the super- 
‘ vision of the Washington office? 

Miss Goopwin. They are on the Bureau of Public Assistance staff, 
but they are located in the regional offices. 

Mr. Bussey. How do they determine the evidence in the case of 
fraud? 

Miss Goopwin. Well, in the first place, they are people who by 
training have been taught to do case investigations. The evidence 
in the case of fraud, and I think you always have to distinguish that, 
is more difficult to det ect, but I don’t think you would usually get 
that from a case record, although you might get 

Mr. Bussry. I am particularly mterested in that because I have 
satisfied myself that the Federal Government is being defrauded out 
of millions and millions of dollars in public assistance payments. 

Miss Goopwin. There may be ineligible cases. You were talking 
a little while ago about not being able to get the meney out of the 
recipient. That is true of the State but not necessarily of the Federal 
Government. The State has to bear the loss. In the cases that are 
discovered the State doesn’t necessarily collect back from the re- 
cipient, but it has to make good to the Federal Government. 


STATE REIMBURSEMENTS TO FEDERAL GOVERNMENT 


Mr. Bussny. For instance, Mr. Jones in any particular State has 

defrauded the Government cut of $10,000. They are not able to 
} collect any money from Mr. Jones because he didn’t have it. Does 

the State reimburse the Federal Government for the amount of 
$10,000? 

Miss Goopwin. That is right. 

Mr. Bussey. How much have all the States reimbursed the Govern- 
ment, and where does that money go? 

Miss Goopwin. The States make adjustments every quarter in 
their expenditure reports. It is difficult to distinguish from those 
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reports exactly what amounts relate to such adjustments, because we 
don’t get details in the Washington office. Our auditors go over al 
of those in the States when they go out to make sure that the adjust. 
ments have been properly made. 

We made an adjustment to close of $1 million in New York last 
year for improper expenditures which have been made during a long 
period because of a very serious breakdown in administration. That 
is of course the largest and most spectacular. It is largest because 
it is a large agency. 

Mr. Bussey. We have to rely entirely upon what the State tells us’ 

Miss Goopwin. No. 


FUNCTION OF HEW AUDITORS 


Mr. Bussey. I contacted many State auditors last summer out in 
the field. Without an exception everyone of them told me they 
could not under any circumstances go in and audit eligibility at the 
county level. They are absolutely prohibited from doing it. How 
are we going to uncover the fraud if they are prohibited from doing it? 

— Goopwin. They audit everything that relates to the fiscal 
record. 

Mr. Bussey. I am not talking about the fiscal record. You can’t 
uncover fraud by auditing the fiscal record. 

Miss Goopwin. I will have to say they have in many instances. 

Mr. Bussey. You have to get fraud at the county level, where the 
casework has been carried on in the first place to determine the eligi- 
bility of this person to go on the public-assistance rolls. 

Miss Goopwin. The auditors do not—not because they can’t, but 
because it is a working agreement between us—they do not go into 
the case records, which is the record of the eligibility determination. 
When they did, they had lots of trouble doing it. It is a very detailed 
business for people whose training is not for that kind of determination, 
for example, how much a relative should be expected to do and if the 
worker has all the right documents about the proof of age and the 
various things that go into determining eligibility. We do have a 
working relationship with them always. If we suspect there is fraud 
or the auditors suspect there is fraud, we join together as a team to 
work on it. 

In Pennsylvania a couple of vears ago the auditor in looking over 
some of the payrolls of the ADC program felt there was a serious 
question about the kind of determination that was being made. The 
regional auditor talked to our public-assistance representative. They 
decided how the auditor would proceed to get information. Then they 
worked together on trying to unscramble what the problem amounted 
to. It turned out it wasn’t fraud but they thought it was when they 
started. It was not even ineligibility except as to cases that should 
be reported to the Federal Government. 

However, there was another fraud situation in the same State. 
And in that instance our staff, the regional auditor and the public- 
assistance representative went jointly to the State department of 
welfare, who were meeting with the Attorney General and with the 
State auditor and together they made a plan of what would be done 
to explore and examine the extent of fraud in this particular situa- 
tion, and had followup conferences and reports later. So I don’t 
think it is quite as wide open. 
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When you say there are millions of dollars in fraud, Mr. Busbey, 
I think it is not fraud in the sense of willful fraud. There have been 
some instances uncovered certainly, either of fraud on the part of 
workers or on the part of recipients. I don’t think that is any large 
part of the problem of ineligibility. There is another thing | think 
we have to remember, and that is the Federal Government participates 
only up to $55. 

Mr. Bussey. I still reiterate what I said before, that I satisfied 
myself there are a great many people who are receiving public-assist- 
ance funds that are not eligible to receive them and that is going to 
amount to millions of dollars. 

Miss Goopwin. We would have to be sure of whether it was eligibility 
in terms of what the State requires or eligibility as to what the Federal 
Government requires. There is a difference that we have to keep in 
mind, that the States have eligibility requirements that may be either 
broader or narrower than the Federal Government and they may pay 
more or less than the Federal Government matches. 

When we have a complete picture of ineligibility, what actually 


| affects the Federal dollar is only a portion of that. We are not less 


concerned about the situation, but the Federal dollars are less in- 
volved. 
JUSTIFICATION OF SUPPLEMENTAL REQUEST 


Mr. Bussey. Without objection, we will put in the hearings at this 
point the justifications starting at page 7, with old-age assistance, 
through page 9. 

(The justifications referred to are as follows:) 


Old-age assistance.—The average number of recipients in 1954 is estimated at 
2,535,285 about 2.3 percent fewer than in the preceding year. Based on the most 
recent trends, the average monthly rate of decline is estimated at 5,000 or about 
half the number that was reflected in the estimates when the 1954 appropriation 
was acted upon. The average monthly payment per recipient for 1954 is esti- 
mated at $51.45, slightly lower than the average for the first 6 months of the fiscal 
year and about 80 cents more than the average for 1953. Total expenditures for 
assistance payments are estimated at $1,565,270,000, or about $11.9 million less 
than in 1953. However, the Federal share of assistance payments, estimated at 
$889,817,500, is about $15.9 million more than in 1953 because the 1952 amend- 
ments to the Social Security Act, which increased the rate of Federal participation 
in assistance payments, will be in effect for the full year 1954 in contrast to only 
the last three quarters of the fiscal year 1953. 

Aid to dependent children —The average monthly number of persons—children 
and needy caretaker adults—who will receive aid in 1954 is estimated at 1,800,340 
or 5.8 percent fewer than the average for 1953. The average monthly rate of 
decline, on the basis of current program trends, is estimated at 6,500, or about 
one-third the drop included in the estimate on which the 1954 appropriation was 
based. The average monthly payment per person is estimated at $24.93, about 
the same as the average for the first 6 months of the fiscal year and 45 cents more 
than the average in the preceding fiscal year. Total assistance expenditures are 
estimated at $538,596,000 or about $19.8 million less than in 1953. The Federal 
share, estimated at $313,291,500, is $2.5 million less than in 1953. In this pro- 
gram the estimated decline in number of recipients is large enough to offset the 
increase in the Federal share of payments due to the higher rate of Federal 
participation that will be in effect for the full year in contrast to only three quarters 
of the preceding fiscal year. 

Aid to the blind—The average number of recipients in 1954 is estimated at 
98,560, about 1,000 more than in the preceding fiscal year. The average monthly 
payment is estimated at $55.63, somewhat below the average for the first 6 months 
of the fiscal year but about 80 cents more than in the preceding fiscal vear. Total 
assistance payments are estimated at $65,792,000, about $1.6 million more than 
in the preceding fiscal year. The Federal share of assistance payments, estimated 
at $33,453,000 is about $1.9 million more than the amount actually expended in 
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the fiscal year 1953. Here again, the increased rate of Federal participation for 
the full year 1954, in contrast to only three quarters of the year 1953, is largely 
responsible for the increase. 

Aid to the permanently and totally disabled —The average number of recipients 
is estimated at 186,225 or 20.3 percent more than in the preceding fiscal year. 
The increase takes into account the fact that new State plans were approved in 
November 1953 for Minnesota and Tennessee (making a total of 41) and that 2 
more new State plans—Florida and Connecticut—are expected to be approved 
in 1954. The increase also gives account to the fact, as reflected in current pro- 
gram trends, that there will be some continued growth in State programs already 
in operation. The average monthly payment for 1954 is estimated at $56.34, 
about the same as the average for the first 6 months of the year and about 70 
cents more than in the preceding fiscal year. Total assistance payments are 
estimated at $125,912,000 or about $22.5 million more than in 1953. The 
Federal share of assistance payments, estimated at $66,933,000, is about $14.2 
million more than in 1953. The increase is due both to the larger number of 
recipients and to the higher rate of Federal participation for 4 quarters in the 
fiscal year 1954 in contrast to only 3 quarters of the fiscal year 1953. 

State and local administration.—Estimates of the amounts for State and local 
administration in 1954 are based on the latest reports available from State agencies. 
For all programs, except aid to the permanently and totally disabled, the estimate 
for 1954 is about the same as the amount expended in 1953 despite the anticipated 
decline in numbers of recipients in old-age assistance and aid to dependent chil- 
dren. Two factors have been taken into account in projecting the estimate for 
administrative expenditures. One is that, as total caseloads have declined, some 
State agencies have reduced the caseloads carried by individual workers in order 
to do a better job of eligibility determination; thus the decline in number of staff 
is not commensurate with the decline in caseloads. In addition, some State 
agencies have found it necessary to increase salaries in order to recruit and hold 
staff, with the result that administrative expenses are higher even though the total 
staff employed may be fewer. The increase estimated for aid to the permanently 
and totally disabled is due primarily to the rise in caseload. 


Mr. Bussey. With the exception of administration these amounts 
are strictly mathematical calculations, are they not? 

Miss Goopwin. Administration also, I think you have to say. 

Mr. Bussey. Perhaps not quite so much. 

Miss Goopwin. There are certain things that are artificial about 
trying to divide these estimates for a supplemental appropriation by 
categories and by quarters this way. 

mit Bussey. Is there any administrative control over these items 
at all? 

Miss Goopwin. Which items are you speaking of? 

Mr. Bussey. The items in the justifications here. 

Miss Goopwin. You mean grants for assistance? 

Mr. Bussey. Yes. 

Miss Goopwin. Well, the administrative controls are in terms of 
the State plan that has been approved and the formula in the act for 
Federal participation. The requirements in the Federal act of course 
govern what is approved as a State plan. 


COST OF ADMINISTRATION 


Mr. Bussey. On page 4 of the justifications the amount for admin- 
Pog is being increased just as much percentagewise as the program 
un 
Mrs. West. May I speak to that point, Mr. Busbey? The Con- 
ess makes a lump sum appropriation for these 4 programs, covering 
both assistants and administrators so when we are short on an amount 
of money for the balance of a year we simply assume that we are short 
by the same proportion in every item, and this distribution that 
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you see of appropriation to date really means that we took the money 
we had, which amounted to $1,340 million and distributed that among 
the various items on a strictly arbitrary basis. 

We assumed we were short the same amount in every item. That 
is the only valid assumption. It is a mathematical procedure that 
you are confronted with here rather than any particular increase in 
any particular item. 

Mr. Bussey. It seems to me that since you already have your 
overhead and central staff taken care of 

Miss Goopwin. This is State administration. 

Mr. Bussey. I’m speaking of the States. They have their central 
staff and administrative overhead all taken care of. It seems to me 
that an increase in program payments shouldn’t result in a pro- 
portionate increase in their administrative staff in the States. 

Mrs. West. Can we look at it this way? We needed a total of 
$1,340 million and that is what we have. Now we estimate $1,390 
million. We could have, for example, assumed that we paid off 
administration first and showed that all of this supplemental was 
going to go for assistance. We merely made an assumption that we 
were short on every item by the same proportion. 

Mr. Bussey: Maybe you are right and I am wrong, but it doesn’t 
seem reasonable to me that the administration expense should be in- 
creased in the same percentage as the program costs. 

Mrs. West. We made an estimate last year for administration. 
It apparently was too low. Actually, the States are spending more 
on administration than we estimated. We assume that since our 
appropriation was short by $58 million we were short in every item by 
the same proportion. I am afraid I am not explaining it very well. 
It is a mathematical exercise you have here. 

Miss Goopwin. I think what is confusing us is that when we are 
dealing with a supplemental appropriation request we are only dealing 
with the distribution of funds as of a given point. When we make an 
estimate for the year, we take into account all of the factors that you 
have in mind. As a matter of fact, the States probably are not de- 
creasing administration to the same extent as some of the decreases in 
their total expenditures. There are several reasons, the major being 
that some of them feel they could do a more satisfactory job of adminis- 
tration and avoid instances of ineligibility if they reduced the case- 
loads that the visitors have to carry. 

The other is that in some instances, in many instances, increases in 
salaries have offset decreases in numbers of staff. 

Mr. Bussey That is just an assumption. You don’t have any 
actual figures as to what the increase amounts to? 

Miss Goopwin. No; we do not have expenditures for the last 6 
months of this year because they haven’t been reported. 

Mr. Bussey. According to your justifications you would have 
$82,700,000 for administration, which is even more than the $81,- 
714,573 for fiscal 1953, when you had a larger caseload than you have 
in 1954. 

Mrs. West. Do you have reference to the actual expenditures for 
1953? 

Mr. Bussey. The figure you have shown in the budget schedules. 

Mrs. West. That was the estimate. In old-age assistance it is $45 
million for 1953. There is some increase, Mr. Busbey, for the program 
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of the totally disabled. For old-age assistance the Federal expenditure 
in 1953 was 

Miss Goopwin. The overall caseload is going down but the caseload 
per worker may also go down. The States have tried to pick up the 
slack as the total pat. oth goes down and have the workers responsible 
for fewer cases. I am sure you know from your visits of last summer 
how much variation there is. When workers are responsible for 200 
cases, it is almost impossible to expect that they could be responsible 
for knowing every change that occurs in recipients’ circumstances. 

Mrs. West. There is a comparison on page 10 of the justification 
comparing 1953 and 1954. You see that most of the increase in 
administrative expense comes in the program of totally disabled. 

Mr. Truetson. I might point out that there might be some con- 
fusion arising from figures in the committee print. In the President’s 
budget message the total for administration for 1954 was shown as 
$79,200,000. That column does not include the supplemental of 
$58 million. On the other hand the te‘ble that was referred to on page 
10 of the justifications has the $58 million shown in assistance and 
administration. So they are better figures to compare. If you com- 
pare the $82,700,000 for administration with the $81,714,573 for 
administration for 1953, those are the 2 comparable figures. 

Mr. Bussey. That is what I was comparing. Those are the two 
figures I read to begin with. 

Mrs. Wesv. If you look below on the table you will see that most 
of the increase comes from the program of aid to the totally disabled 
where they are just beginning to open the program in many States and 
where we had an increase in the number of recipients. 

Mr. Bussey. Would you supply a table for the record showing the 
total cxseload for all categories and the Federal share of the adminis- 
pire cost, for each of the years 1946 through the estimate for 1954, 
please? 

(The material referred to is as follows:) 


Public assistance: Average monthly number of coses, total expenditures for State and 
local administration and the Federal share thereof, fiscal years 1946-55 


Expenditures for Expenditures for 
Average State and local Average State and local 
monthl administration monthly administration 
Fiscal year of Fiscal year number of 
recipients recipients 
Total Federal Total Federal 
share share 
In thou- | In thou- In thou- | In thou- 
sands sands sands sands 
2, 396,319 | $62,916 | ! $26,539 || 23, 597,520 | 132, 459 65, 798 
eS Se 2, 610, 602 73, 718 135, 158 all 2 3, 527, 906 152, 188 75, 533 
_ awe 2, 816, 312 85, 787 42, 611 1953__............} 23, 474,006 | 164, 763 81, 715 
3, 065,720 | 101, 706 50, 462 || 1954 estimate._...| 23,416,100 | 166, 176 82, 700 
EE 3, 405, 331 115, 856 57,281 || 1955 estimate_..._| 23,369,600 | 164, 604 82, 000 


! During the fiscal year 1946 and the first quarter of the fiseal year 1947, the Federal share of expenditures 
for the administration of old-age assistance was 5 percent of the Federal grant for assistance payments; 
effective Oct. 1, 1946, it became half of the total State expenditure, the same as for other programs. 

2 Beginning October 1950, includes cases receiving only -vendor payments for medical care and cases 
receiving assistance under approved plans in Puerto Rico and the Virgin Islands. 
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| 
Expenditures for 


} 
Average 


= State and local 
administration | 
Fiscal year y 
recipients | | 
Federal || 
Total share 
In thou- | In thou- ] 
sands sands | | 
1966 ..nkadamtbin 2, 061, 122 $44,885 | ' $17, 558 || 
ee 2, 197, 871 50, 033 1 23, 34: 
| Se ee .-| 2,328, 681 56, 430 28, 037 
2, 511, 553 66, 539 32, 982 
2,728,722] 72,951 35, 988 || 


monthly 
Fiscal year number of 
recipients 
eee 2 2, 784, 475 
| 2 2, 703, 943 
1953 | 22, 638, 800 


1954 estimated. ._| 2 2, 582, 000 
1955 estimated - . ja 2, 526, 000 


Expenditures for 
State and local 
administration 


Federal 


Total | share 
| 
In thou- | In thou- 
sands sands 
76, 652 38, 122 
85, 185 42, 343 
90, 753 45, 083 
90, 586 5, 200 
89, 508 44, 700 


! During the fiscal year 1946 and the first quarter of the fiscal year 1947, the Federal share of expenditures 
for the administration of old-age assistance was 5 percent of the Federal grant for assistance payments; 
effective Oct. 1, 1946, it became half of the total State expenditure, the same as for other programs. 

1 Beginning October 1950, includes cases receiving only vendor payments for medical care and cases 
receiving assistance under approved plans in Puerto Rico and the Virgin Islands. 


Aid to dependent children: Average monthly number of cases, total expenditures for 
State and local administration and the Federal share thereof, fiscal ‘years 1946-55 


Expenditures for | | Expenditures for 
State and local State and local 
Fiscal year Fiscal year number of 
recipients F recipients 
ederal || Federal 
Total share || Total share 
In thou- | In thou- || In thou- | In thou- 
sands sands || sands sands 
OND... 279,251 | $15, 906 $7, 927 1 649, 962 46, 254 
352, 745 21, 289 10, 626 || 1952 1 §99, 705 51, 300 
423, 641 26, 599 13, 206 1953...........-.-| 571,641 58 
Petdetgman > Gee 485, 812 32, 110 15, 959 || 1954 estimated - - 1 535, 300 55, 362 
1950... 602, 078 39, 594 19, 650 || 1955 estimated - 1 516,600 | 54, 268 


1 Beginning October 1950, includes cases receiving only vendor payments for medical care and cases re“ 
ceiving assistance under approved plans in Puerto Rico and the Virgin Islands. 


Aid to the blind: Average monthly number of cases, total erpenditures for State and 
local administration and the Federal share thereof, fiscal years 1946-55 


| 
Expenditures for || | | 
State and local || i verage 
Average | “ydministration || 
number of Fiscal year | number of | 
recipients 2 Federal || | recipients 
Total share || 
| 
In thou- | In thou || 
sands | sands || 
1946... 55,946 | $2,125} $1,054 || 1951. } 1 84, 853 
59, 986 2, 396 | | 1 96, 805 
a 63, 990 2, 758 | 1,368 || 1953 1 98, 652 
68, 355 3, 057 2, 1 99, 800 
eee ee 74, 531 3,311 1, 643 || 1955 estimate 1101, 000 
| 


Expenditures for 
State and local 
administration 


Total Federal 


share 
In thou- | In thou- 
sands sands 
4,051 1, 905 
4, 758 
5, 163 
4, 977 
4, 977 
| 


1 Beginning October 1950, includes cases receiving only vendor payments for medical care and cases 
receiving assistance under approved plans in Puerto Rico and the Virgin Islands. 
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Aid to the permanently and totally disabled: Average monthly number of cases, tola! 


expenditures for State and local administration and the Federal share thereos. 
jiscal years 1951-55 


for for 
tate and local State and local 
Fiscal year number of Fiseal year number of | 
recipients Federal recipients Federal 
Total share Total share 
In thou- | In thou- In thou- | In thou- 
sands sands sands sands 
78, 240 $5, 502 $2,738 || 1954 estimate __... 199, 000 $15, 251 $7, 601 
SS eee 127, 453 10, 855 5, 350 1955 estimate .__.- 226, 000 15, 851 7, 90 
ee eS 164, 913 12, 579 6, 255 


1 Program initiated in October 1950, under Public Law 734. 


Mr. Bussey. Mr. Fogarty? 


REASON FOR ONLY SLIGHT DECLINE IN PUBLIC ASSISTANCE 


Mr. Focarry. You said in your statement, Miss Goodwin, that 
the decline in recipients of old-age assistance has been less rapid than 
was estimated. What is the reason for that? Why is it less rapid 
than estimated? 

Miss Goopwin. What appeared to be a very sharp downtrend seems 
to have leveled off but it may be that we have caught up with the 
reductions that resulted from the extension of OASI in 1950. There 
can be a great many factors but we are unable from the material that 
comes from the States to find a uniform pattern. About half the 
States have had increases and about half of them have had decreases 
in caseloads within the last year for reasons largely peculiar to the 
individual States. But the larger States have tended to have a 
decrease, and the total has not declined as much as originally thought. 

Mr. Fogarty. What about the increase in unemployment? 

Miss Goopwin. Unemployment has an indirect result. But there 
are few of the people receiving old-age assistance, which is the largest 
program, who are directly affected—Dorothy, would you like to speak 
to whether the decline is due to fewer closings or more openings? 

Mrs. West. I don’t have that information, I am sorry to say. 

Mr. Fogarty. Could you supply it? 

Mrs. West. Yes. 

(The material referred to follows:) 
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Public assistance: Cases approved for assistance and cases closed, by program, 
July-December 1952 and 1958 


Number of cases 


| 

| | Number of cases 
Program Program 

| 


| 
|Approved| Closed 
| 


Old-age assistance: | Aid to the blind: 


July-December 1952... . 168, 506 191, 676 || July-December 1952____. 8, 262 7, 402 
July-December 1953... . . 163, 676 182, 757 | July-December 1953 ean 8, 087 7, 387 


Norte.—As the foregoing table shows, the slackcning in the rate of decline in the number of cases of old-age 
issistanee and aid to dependent children is due primarily to the drop in the number of cases closed. In the 
newer program of aid to the permanently and totally disabled, data for the 2 periods show an increase in 
both approvals and closings; this is to be expected because the State programs are still in an early stage of 
levelopment. 


Mr. West. We could do July-December 1952 and July—December 
1953. There is some seasonal affect here due to the fact that more old 
people die in the winter months than in the spring and summer months. 
So I think you ought to compare two comparable 6-month periods. 

Mr. Focarty. That is all. 

Mr. Bussey. Thank you very much. 


Fripay, Fesruary 26, 1954. 
OFFICE OF EDUCATION 


WITNESSES 


RALL I. GRIGSBY, DIRECTOR, DIVISION OF SCHOOL ASSISTANCE 
IN FEDERALLY AFFECTED AREAS 

B. ALDEN LILLYWHITE, ASSOCIATE DIRECTOR, DIVISION OF 
SCHOOL ASSISTANCE IN FEDERALLY AFFECTED AREAS 

ROBERT W. BROWN, ASSISTANT BUDGET OFFICER, DHEW 


PAYMENTs TO ScHoo. Districts 


Mr. Bussey. The committee will come to order. We have for 
consideration this morning a supplemental request of $5,850,000, 
contained in House Document No. 330, for assistance to school 
districts. I think the record should show that Dr. Brownell, the 
recently appointed Commissioner of Education, called me this morn- 
ing and explained that he had to appear at a Cabinet meeting at the 
White House and would therefore be unable to appear in person, but 
I assured him that the situation would be in good hands. So with 
that, Mr. Grigsby, if you would read Dr. Brownell’s statement we 
will be happy to proceed. 


GENERAL STATEMENT 
Mr. Griassy. I will be glad to read it into the record. 


Mr. Chairman and members of the committee, I appreciate this 
opportunity to appear before you concerning the supplemental budget 
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request for $5,850,000 required to meet the entitlements of eligible 
school districts of Public Law 874, as amended by Public Law 248, 
ig August 8, 1953. As you know, Congress appropriated $66.5 
million for this program in fiscal year 1954. This original appro- 
priation would have been sufficient were it not for the fact that the 
total costs of this program were increased by amendments contained 
in Public Law 248 which liberalize provisions of the original Public 
Law 874. These amendments, which were not enacted until after 
the regular appropriation for 1954 was passed, are as follows: 

1. Public Law 248 establishes a minimum rate per child for entitle- 
ments under section 3 of the law which has the effect of adding an 
estimated $6.1 million to the cost of the program in fiscal 1954. 

2. Public Law 248 redefines Federal property to include certain 
Federal properties leased to private enterprise. This adds an esti- 
mated cost increase of $790,000 in fiscal 1954. 

3. Public Law 248 revises the basis for deduction of other Federal 
payments from entitlements by declaring that certain of these pay- 
ments are nondeductible. This adds an estimated $510,000 in fiscal 
1954. 

In submitting this supplemental request there have been taken 
into account not only the cost of these amendments but the total re- 
quirements which have been reappraised in the light of experience 
with 1954 applications. As a result, the request submitted is less 
than the additional cost of the amendments due to revising down- 
ward earlier estimates of attendance presented to the Congress when 
the appropriation for 1954 was approved. 

I wish at this time to express two points in connection with this 
request: (1) The appropriation requirement is one that cannot be 
determined with absolute accuracy in advance and (2) the estimate 
submitted has been held to minimal needs as evidenced by the latest 
information available. If the Congress appropriates more than is 
needed, the balance automatically reverts to the Treasury; if less is 
appropriated, the school districts receive a pro rata payment. 

As you know, entitlements of local districts under the law are de- 
termined on the basis of school attendance figures and rates of pay- 
ment that cannot be finally established until several months after the 
school year is over. Until final reports are received next September 
and all final payments made next November or December, it will not 
be known definitely what the exact cost will be. Prior to that time 
the final entitlements must be estimated. The estimate for 1954 now 
before you is as close as can be made from experience and knowledge 
of current trends. The Office is further ahead this year than in pre- 
vious years in the receipt and processing of applications. Also prior 
year (1953) payments have been completed ahead of last year’s record, 
thereby giving a firmer base of estimate than has been possible here- 
tofore. herefore, it is recommended that the full amount of this 
request be approved as the minimum estimated to be necessary to 
pay each district 100 percent of its entitlement. 

t would appear from the record that it is the wish of Congress to 
pay the full entitlements of eligible school districts. This estimate 
should avoid the necessity for proration of payments. It is estimated 
that the original appropriation for the current fiscal year of $66.5 
million is only sufficient to pay approximately 92 percent of the 
entitlements. 
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That is the end of the statement that Dr. Brownell would have 
presented had he been able to be present. I don’t know, Mr. Chair- 
man, how you want to take it from here. 


CHANGES IN PUBLIC LAW 874 


Mr. Bussey. I think the committee would like a little additional 
explanation and detail as to how the 3 changes in the law have made 
this supplemental request necessary. 

Mr. Gricssy. Mr. Chairman, those are detailed in the justification 
of estimates somewhat. Public Law 248 provides for the establish- 
ment of a minimum rate per child to be paid any eligible school district 
in determining the local contribution rate for sections 3 (A) and 3 (B) 
entitlements. This minimum rate established in the law is at one-half 
of the State average per pupil cost from all revenue sources. The 
estimated effect of that change, it has been said, is $6,100,000. 

It might be added that as far as we can ascertain at this time this 
minimum rate provision will serve to increase the rates paid to about 
half of the school district applicants, about half of the ostimated 2,450 
eligible applicants which will be before us before the final cutoff date 


' of March 31 of this year for receipt of applications. It will effect 


about half of those districts by increasing the rate paid per child 
under section 3. 

These districts enroll somewhat less than half of the federally 
counted children under section 3. 

The second change referred to which increases cost, is one that 
redefines Federal property to include properties owned by the Federal 
Government but leased to private enterprise for operation even though 
subject to a local possessory interest tax on the leasehold interest. 
This provision would increase the cost we estimate by $790,000. It 
applies principally to a considerable number of school districts in the 
State of California, which levies a possessory interest tax on the 
leasehold interest of the private enterpriser who has leased a Federal 
Government property. 

It permits the counting of the children who live on or whose parents 
are employed on such Federal property for purposes of entitlement and 
deducts under section 3 (g) the amount of possessory interest tax 
paid on account of that property which is claimed for purposes of 
entitlement. That was a specific revision or amendment of the law 
passed by the last Congress. 

The third item which increases cost is the change in the basis for 
deducting the other Federal payments that are made with respect to 
the applicant districts by declaring that payments, such as Taylor 
Grazing Act payments, Mineral Leasing Act, etc—there are a number 
of those Federal payments—are not deductible except as respects 
the number of duldean claimed by the applicant residing on the 
Federal property on account of which the payment is made. 

Those payments are generally made as you know to the State and 
are distributed to the county units of government in most cases with 
the stipulation that they be used for schools or roads. 
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OVERALL EFFECT OF CHANGES IN PUBLIC LAW 874 


Mr. Bussey. What is going to be the end effect of amending 
Public Law 874? Is this going to reduce the total maintenance cost 
or is it going to increase it? 

Mr. Griassy. Mr. Busbey, these three amendments referred to are 
effective in the current fiscal year, fiscal year 1954. There were other 
amendments in the act that are effective beginning with the next fiscal 
year 1955 which will have the effect in fiscal 1955 of reducing the total 
cost of the act, chiefly the provision, effective next year and not this, 
for an absorption by the applicant district of 3 percent of the non- 
federally connected children, counting the (b) child, the child whose 
parents may live or work on Federal property but not both, as one- 
half of a child. 

The effect of that amendment will be to reduce the cost substantially 
the next fiscal year over what it would otherwise have been during 
that year. 

You have before you I believe an estimate for the next fiscal year 
in the amount of $58 million. You can compare that estimate with 
the estimate now before you which, including this supplemental 
request would total $72,350,000. 

Mr. Bussey. I am always glad to get such good news. 

Mr. Griessy. That amounts to about a $14 million reduction. We 
think it will eliminate from eligibility about 10 percent of the districts, 
chiefly those who have only (b) children to report for entitlement and 
will reduce on the average the entitlements of other districts, all 
districts on the average of about 25 percent. 


TRANSFERS TO OTHER AGENCIES 


Mr. Bussey. What are these items on pages 3, 4, 5 and 6 of the 
justifications that deal with the Army, Air Force, Navy and Depart- 
ment of the Interior? Where were these items in the original 1954 
budget on which the appropriations to date were based? 

Mr. Griegssy. These items, as I understand it, are a detailing of 
funds which are transferred to these departments under section 6 of 
the act. You recall that under section 6 of the act, that if no local 
educational agency is able to provide free public education for the 
children living on Federal property, chiefly military installations, then 
the Commissioner is to make arrangements for the education for such 
children. That arrangement is made in terms of a transfer of funds 
to the Federal agency in control of the property which in turn employs 
the teachers and operates the schools. These are schools on-base 
operated by the Federal agency concerned. These moneys are in- 
cluded in the item of estimate under section 6. 

Mr. Bussey. Where is the explanation of this in the justifications? 

Mr. Griaspy. The explanation of this distribution of the amounts? 

Mr. Bussey. Yes sir. 

Mr. Gricssy. I don’t think it is touched on directly in the justi- 
fications, Mr. Busbey. 

Mr. Hueues. Page 13 describes section 6. 

Mr. Griassy. But it doesn’t detail the explanation of the green 
sheets. As we understood it, the Bureau of the Budget required this 
distribution be made. 
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Mr. Bussey. Is this a change in procedure? There is nothing in 
last year’s budget like this. 

Mr. Brown. It is a change in format, Mr. Chairman. It is the 
first year we have shown it in this particular form in the budget. It 
is a change directed by the Bureau of the Budget. 

Mr. Bussey. This is a little confusing, at least to me. 

Mr. Brown. I think it is reflected in the 1955 budget. Do you 
have the 1955 budget before you? 

Mr. Griespy. It was in the 1954 budget in terms of the appropria- 
tion itemization for section 6 

Mr. Bussey. I think it would have been helpful if a more detailed 
explanation had been carried in the justifications, especially in view 
of the fact that this is a new procedure and something which has 
never been in the budget before. Is there any more detail that you 
want to give on that, Mr. Grigsby? 

Mr. Griassy. On section 6? 

Mr. Bussey. Yes, or do you think that is covered pretty well? 

Mr. Griasny. We can give you additional detail to this extent: 
I confess to the same difficulty with these green sheets as you, Mr. 
Chairman. Within the amount appropriated for the fiscal 1954, 
presently appropriated, namely, $66,500,000, there had been included 
in the justification of estimates before you last year an item for the 
cost of the section 6 on-base operations. That item is shown in the 
last page of your justification. That is before you as an estimate 
for the current fiscal year of $2,858,000, of which it is expected that 
$2 million will be transferred to the Department of the Army, $128,784 
will be transferred to the Department of the Air Force, $1,002,976 
to the Navy and $8,234 to the Department of the Interior, who 
arrange for the operation then of the schools located on their bases 
or property with the money transferred at departmental level to the 
Department of the Navy, the Army, Department of the Air Force 
and the Interior Department. 

Mr. Bussey. Mr. Fogarty? 


ENTITLEMENTS COVERED BY REQUEST 


Mr. Fogarry. Will this $5,850,000 meet 100 percent of all entitle- 
ments under the law, as amended? 

Mr. Griessy. It is our belief that it will, Mr. Fogarty. I might 
say that this request is figured more closely than any we have been 
able to present to you heretofore, on this account: we established 
this year a cutoff date for the receipt of applications from old appli- 
cants, those who had applied in previous years, of December 15. 

We had before us then, after December 15, these applications total- 
ing some 2,300 more applicants. We were able to make payments on 
940 of those received, an initial payment, based upon their estimate 
of the average daily attendance and rates, a payment of three-fourths 
of the amount they estimated, by the time this supplemental had te 
be prepared, and we were able to compare applicant by applicant, 
year by year, the average daily attendance that they had claimed in 
the previous year with the average daily attendance that they were 
claiming this year, the rate of payment based upon the local contribu- 
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tion rate or cost that they had claimed in the previous year with this 
ear. 


section 3, which is the major part of the cost of the program. 

Those rates, based upon that study, we have used in projecting th 
increase of 1954 over 1953. 

In the case of the 3 (a) pupils there is an estimated increase of 7 
percent that we used in projecting the total increase from the pre- 
vious year’s average daily attendance for section 3 (a) pupils. 

There was an increase of 12 percent in the local contribution rates 
that we used in projecting the rate increase in 1954 over the rat 
of 1953. 

Mr. Focartry. I was contacted by a superintendent of schools in 
Rhode Island who attended a meeting recently in Atlantic City. He 
told me that they estimated, or some committee estimated, it woul 
take $8 million to meet 100 percent of these entitlements under th 
amendment. 

Mr. Gricssy. That may have been an estimate made earlier in 
the year. 

r. Focarry. What did you ask the Bureau of the Budget for? 

Mr. Gricssy. We asked the Bureau of the Budget initially for a 
supplemental of $8,232,000. 

Mr. Fogarty. Then did you give the Bureau of the Budget 
revised figure since then? 

Mr. Grigssy. Yes. 

Mr. Focarry. What was the revised figure? 

Mr. Griassy. The revised figure is the one before you. 

Mr. Fogarry. And the Bureau of the Budget allowed what you 
asked for in your second request? 

Mr. Gricssy. That is right. 

Notrr.—The original request made to the Bureau of the Budget in November 
1953 was $9,232,000. This estimate was revised in January 1954 to $8,232,000, 
and subsequently revised in February 1954, as a result of hearings at the Bureau 
of the Budget and the latest information available at that time to $5,850,000. 

Mr. Grigssy. They insisted on two things: (1) this study 
of the payments, the initial payments already made to the 
applicants, a little less than half of the applicants who had been paid; 
and they asked another study which we carried through, which was 
to compare the average daily attendance claimed by the applicants 
in fiscal 1953 with the average daily attendance actually paid in fiseal 
1953. So that they would have a reduction factor or a check factor 


in comparing this increase in average daily attendance. On the — 


basis of that data and a very careful item-by-item examination of this 
budget they allowed this amount. 

Mr. Fogarty. Can I say to any superintendent of schools in Rhode 
Island that writes to me, that if the Congress appropriates $5,850,000 
they are going to get 100 percent of what they are entitled to under 
Public Law 874, as amended? 

Mr. Griessy. As it was stated in Dr. Brownell’s statement, we 
can’t be absolutely sure on that point. We are inclined in our esti- 
mates, as you gentlemen know, to err on the liberal side. We over- 
estimated in 1953 by 4 percent. They were overestimated in fiscal 
1952 about 7 percent. They were underestimated in the first year of 
the program and we had to prorata the payments. We will never be 
able to hit it right on the nose until late in the fall after the final 


On that basis we were able to project our estimate of the cost for — 
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reports are in, reporting the actual average daily attendance for that 
year, and the actual rate. Then we make our final payment and we 
know the actual amount. We think that this is a much more con- 
servative estimate than you have had before you in the past. We 
hope that it is on the safe side and sufficient to pay in full the entitle- 
ments. 

We don’t know whether it has a 4 percent margin of safety, a 2 
percent margin of safety, or no margin of safety. 

Mr. Foaarry. Suppose you have underestimated by 10 percent? 
Would you come to the Congress for another supplemental? 

Mr. Griespy. I am afraid not because we won’t know whether we 
have underestimated by any such amount until late in the fall and 
Congress will have adjourned in all probability. 


SCHOOL CONSTRUCTION PROGRAM 


Mr. Focarry. Fortunately or unfortunately I was not here at the 
time these two school assistance laws were amended last year, but I 
assume when Public Law 874 was amended it was the intent of 
Congress then to give to these communities who are eligible, 100 per- 
cent of their entitlements. I presume also that when the changes in 
Public Law 815 were made that the Congress intended to give to 
the communities what we said they are entitled to. What has the 
Department of Education done in that respect? 

Mr. Gricssy. With respect to construction? 

Mr. Yes. 

Mr. Grissy. I would like, if I may, to ask Mr. Lillywhite to speak 
to that. He has the construction pretty well in mind. 

Mr. Littywuire. The first request last year for appropriations 
was $70 million. That was passed. The act was amended and 
approved I think about the day before Congress adjourned. The 
estimated total cost of the law at that time was $137 million. 

Mr. Fogarty. At what time, in August? 

Mr. Littywuire. When it passed. The estimated cost of the 
amendments was $137 million. They appropriated $70 million. 
That was the first request. The cutoff date that we set to establish 
priorities for allotment of that money to school districts was Novem- 
ber 24. On that date we had received under this title III, 612 school 
applications. The amount of the maximum payment as computed 
by the formula for those 612 it is about $143 million, reduced by the 
unhoused children to $134 million. Congress amended this (c) cate- 
gory section. Before you could count for eligibility or payments 
under that section the President must make a finding that there has 
been an in-migration due to the expansion of an existing defense plant 
or the creation of a new one. There is $25 million tied up in that 
section, and only yesterday did the machinery become definite by 
which those determinations are made. If some of those are declared 
ineligible, total costs will go down. But as it stands now there is 
$134 million of need. 

Mr. Focarry. That is for 1954? 

Mr. Griessy. Yes. 

Mr. Littywuire. The appropriatior was $70 million and it had to 
be allocated to the different sections of the act: $8 million out of the 
$70 million was allocated to construction on Federal property. There 
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was a title 1V added to the law to help construct schools for Indians. 
$8 million was allocated to that title and $500,000 was allocated for 
technical services to Community Facility Services. That left 
$53,500,000 for grants to local school districts to meet this need of 
$134 million which came in on applications as of the first cutoff date. 

The appropriation before you now for next fiscal year is $40 million. 
Out of that $40 million, $23 million will be allocated for these grants 
to local school districts, $4 million for construction on Federal property 
and $12 million for construction of title IV. That will leave 
$23,475,000 added on to the $53 million, or about $76,970,000 which 
has been appropriated or requested to meet the need of local school 
districts of $134 million. 

Mr. Focarry. Of these applications on hand at the present time, 
are all the applicants eligible for grants? 

Mr. Littywuatre. No, they are not all eligible. What we tried to 
do is to get these figures set up as soon as we could but after the cutoff 
dates so we knew where we stood and could tell the Congress. We 
took the face sheet data and ran them up without a detailed analysis. 
Those that didn’t appear to be eligible on the face of them weren’t 
shown on the total. 

Mr. Focarry. It is fairly firm? 

Mr. Littywuire. The big question is the $25 million in the section 
305 (a) (3) category where the school area might be eligible as deter- 
mined by the President. That is the big factor. Otherwise this is 
fairly firm. 

Mr. Focarry. Let me get that figure again. To meet all the 
requirements under Suiblie Lab 815, as amended, how much are you 
now short for this fiscal year 1954? 

Mr. Littywuaire. For that part of it which is grants to local school 
districts we are now short $53 million from $134 million—$81,200,000. 

Mr. Focarry. $81 million short in this fiscal year? 

Mr. Littywuirr. Yes. Against that there is a $40 million appro- 
priation of which $23 million will be allocated to this section. 

Mr.’Foaarry. That is $40 million that was appropriated last year? 

Mr. Littywuire. No. It is a request before you for 1955. 

Mr. Focarry. Is the usual procedure that you take 1 year’s funds 
to pay off the previous year’s obligations? 

Mr. Liniywuire. I think this ought to be said, Congressman, that 
this law ends as of June 30, 1954. 

Mr. Foaarry. Under the law, as amended? 

Mr. Littywuirr. Yes. They can count children that come into 
the district up to that time. They cannot count federally connected 
children after that date. What you count is the estimate up to that 
date, so that with the applications on file you estimate the children 
up to June 30, 1954. There may be a few additional applications 
that will come in by June 30, but by and large that should be it, 
unless there is a new defense activity that occurs after the November 
24 cutoff date and before June 30, 1954, the final cutoff date. It 
should be pretty much what these federally affected school districts 
expect. 

Mr. Focarry. What is the figure that you would be short in this 
fiscal year? 

Mr. Littywuire, $81 million. 

Mr. Foaarry. Not counting the $40 million for 1955? 
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Mr. Littywarre. That is not counting the $40 million. 

Mr. FoGarry. So you would be actually short $41 million? 

Mr. Littywuire. Out of $40 million you had to take $23 million of 
it for this purpose. That will leave you $57 million short if the full 
appropriation requested next year is approved. That means title IV 
will be fully satisfied. Construction on Federal property will be 
fully satisfied, and the grants to local educational agencies will be $57 
million or $58 million short. 

Mr. Focarry. It is safe to say then that Congress should appro- 
priate $57 million or $58 million to fulfill the requirements under 
Public Law 815, as amended by Congress last year? 

Mr. Littywuire. If the requirements are fulfilled, that is what it 
would require. 

Mr. Focarry. What are you people doing about it? 

Mr. Littywuire. I think that is a policy question that must be 
answered. So far as I know, there is no request that has been made 
or is being contemplated for additional appropriations for this year 
for construction. 

Mr. Fogarty. Does that mean that the Department of Education 
isn’t going to pay any attention to Public Law 815, as amended? 
That is not a fair question; don’t answer it. I don’t want to put you 
on the spot. 

Mr. Griaspy. May I comment on that, Mr. Fogarty? 

Mr. FoGarry. The reason I am asking these questions is that I 
believe this money should be appropriated if it has been authorized. 
The school districts are entitled to it under the law. I think it is a 
firm commitment when we authorize this assistance by legislation, 
and we should follow through and see to it thit the communities get it. 
That is the reason I am asking these questions, because that is the 
way I believe. 

Mr. Griessy. I would like to comment on one or two things. 
While the amended law permits applications through June 30 of this 
year, it permits appropriations during the next fiscal year. The law 
is also amended to eliminate the term ‘“‘entitlement.’’ It speaks of 
maximum authorization, within which by implication the Congress 
is free to appropriate less than the maximum authorization. If the 
appropriation is less than enough to cover the maximum authoriza- 
tion set forth in the new law, then we have to set up a method by which 
to approve these projects and distribute the money on the basis of 
urgency of need. 

At the time the first cutoff date was set, November 24, and appli- 
cations received, it became apparent at once after we had totaled them 
up that the funds available, the $53% million out of the $70 million 
appropriated would not be sufficient to meet the maximum authoriza- 
tion. Therefore, we set up these priority-of-need indexes and arrange 
applicant districts in those terms. 

Now, specifically in answer to your question, if the Congress appro- 
priates the additional $40 million requested in the regular 1955 esti- 
mate, we will be able to go down the priority need indexes to reach 
school districts nearer the bottom of the list in terms of urgency need. 
If they appropriate the additional $58 million which Mr. Lillywhite 
mentioned, as a supplemental in this session, we will go down that 
priority list 6 months or a year earlier than we would otherwise 
waiting for the other appropriation. 
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If they only appropriate the $40 million that is in the regular 1955 
estimate, we can go that far down that priority list. 

I think the question becomes one for congressional decision as to 
how far down this priority list in terms of the urgency of need of the 
applicant districts who qualify does the Congress choose to go in 
implementing the provisions of Public Law 815 as revised by Public 
Law 246. 

There have been a great many inquiries from school superintendents 


Fabou 
for a 


and others with respect to their position in this priority list. Wecan — abou 
give it to them approximately. The present funds available we think El 
will enable us to go somewhere down the priority list to a point between >to ™ 
27 and 30. A priority index of 30, means that the school district has appr 
at least 15 percent federally connected children, and additional 15 M 
percent unhoused. In other words, it indicates an urgency of need 8th 
for additional facilities which would represent an overcrowding of their 7 eX¢ 


facilities of at least 15 percent due to federally connected children in — PYOY 
an increase over their enrollment or their membership of June 30, prequ 


1952, which is a fairly urgent situation from the point of view of the M 
school superintendent who is faced with the problem of providing M 
school facilities for these children. B was 

Mr. Focarry. The point I am trying to make is that the Congress 21" 
by amending the law last year and extending it practically told these — PT®" 
communities that the Federal Government would step in and help them N 
construct these school buildings. In my State we have the city of N 
Newport which has been headquarters for naval activities for a good N 


many years. They have a request for $500,000. They have an | Stes 
18% percent ratio of unhoused children and 15.3 percent of children N 
federally connected, but because of a new restriction the percent of 
unhoused is 13.3, and the 2 figures only equal 26 percent under the 
priority. There is a city which has been federally impacted from before 
the last war and before the first war. They are not eligible, under the 
amount of money that has been appropriated plus what is being asked 
for 1955, to receive assistance in constructing this school building. 
I talked with these people last fall. I just presumed that because the 
Congress extended and amended the law that they would follow 
through and appropriate the money. It seems to me that on other 
occasions when this has been bought to the attention of Congress 
that the Congress in other years, by substantial votes, has seen fit 
to appropriate the necessary amount of money to fulfill these commit- 
ments. 

Mr. Bussey. You said this naval base had been there for a good 
many years. What did they do before Public Law 815 was enacted? 

Mr. Fogarty. This naval base and officers school at Newport has 
been there for many years, but since the last war the Navy has ex- 
panded their activities and now we have the largest destroyer base on 
the east coast. The Atlantic destroyer headquarters is located there, 
which has brought in many children. 

Mr. Littywuite. This fact might, help you. There is no school 
district eligible for any assistance unless it has had an increase since 
June 30, 1952, to June 30, 1954, of a certain percent of children. 
You don’t count what they had over the period. It is only the in- 
crease in federally connected children that is counted. They also 
must have at least a 10-percent increase in nonfederally connected 
before they can start to count anybody federally. And you don’t 
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count the nonfederally connected children toward the priority, you 


Jonly count the federally connected. So you assume that they have 


had in addition to the percentage of federally connected a 10-percent 
increase Of non-Federal children in the same area before you start 
on this. 

Mr. Foearry. I think the Office of Education should do something 
about a supplemental. At least they should say that they are either 
for a supplemental or against it so we can know up here what to do 
about it. 

How much money would be needed under the old Public Law 815, 
to meet the entitlements for construction for which funds were never 


J appropriated? 


Mr. Griessy. You recall that the Congress in amending the act 


Pauthorized an appropriation not to exceed $55 million, and not to 


exceed 70 percent of the unpaid entitlements under the old act. That 
provision of the law has not been implemented with an appropriation 
request. 

Mr. Foaarry. Why? 

Mr. Griassy. I think the explanation is in these terms. That none 
was sent forward by reason of the fact that the Department and the 
administration bill supported by the Department made no such 
provision. 

Mr. Focarry. But Congress did? 

Mr. Griassy. Yes. 

Mr. Foearry. So they are not going to pay any attention to Con- 
gress, is that it? 

Mr. Gricessy. I think if Congress were to insist on the submission 
of a supplemental estimate in that amount the Bureau of the Budget 
would no doubt acquiesce. 

Mr. Fogarty. I don’t look at it that way. I think it is the re- 
sponsibility of the Office of Education te submit to the Bureau of the 
Budget a supplemental request to fulfill a law passed by Congress 
last August. If they don’t do that, the only thing that can be done 
is for some Member to offer an amendment, without a budget request, 
on the floor of the House. To me, that is a firm commitment. 
Some of these communities went out and borrowed money to construct 
these schools on the basis of the old law and they never received the 


funds the law said they were entitled to; isn’t that so? 

Mr. Griassy. Yes. I think there was a total of about $96 million 
of unpaid entitlements based upon eligible projects that have been 
submitted. 

Mr. Fogarty. That were eligible under the law? 

Mr. Griassy. Yes, and projects were approved under the law if 
appropriations were sufficient to meet them; $25 million of $96 
million was for the so-called reimbursement projects, that is, the dis- 
trict had gone ahead after the passage of the act, had constructed 
facilities with its own money and had claimed entitlement and reim- 
bursement as the act provided it might for facilities that had con- 
structed within the amount of its entitlement. 

The remainder of the $96 million of unpaid entitlements was for 
actual approvable construction projects which had not been con- 
structed by the school districts but were awaiting construction if the 
funds had been available. 
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Mr. Focarry. Will you for my benefit give me a breakdown for the 
record of the number of projects or applications in Rhode Island 
under both laws, Public Law 815 and 815 as amended and their status 
as of today? 

Mr. Griassy. Yes. 

(The material referred to follows:) 


Local educational agencies (applicants), entitlements under sec. 202, title 11, Public 
Law 815, funds requested for construction and reimbursement projects, Federal 
funds reserved, and additional funds needed to approve all eligible projects for 
fiscal years 1951 and 1952, Rhode Island 


Additional funds needed to 
ments of Federal | Federal approve all remaining eli- 
funds for— funds re- gible projects 

Applicant Entitle- served 
| neve Reim- | Struction | | Reim- 
burse- projects burse- Total 
| ment | } ment 
(1) (2) |? | @ 6 | © (7) (8) 
} | | 
1. Middletown Town School | | | 
eT RRS BS $456, 369 | $456, 369 | $456, 369 | 
2. North Kingston Town | 
School Department, Wick- | 
651,008 | 350,000 | $350,000 
3. Portsmouth Town School | | 
Committee ....| 98,056 ...---|$77,982.68 |__. |$77,932.68 | 77, 932. 68 
4. East Greenwich Town | | | 
School Department_____ --| 24, 752 -| 24, 752. 00 
230, 185 831, 121 932. 68 | 456, 369 | 374, 752 \77, 932. 68 684. 68 
| | 


List of Rhode Island applications under sec. 305 of Public Law 815 (as amended) 


Priority | | Funds re- 
Project No. District | tudex | Amount | arved 

54-E-1.......| School Committee of town of Middletown... 47.6 | $316, 020 $282, 720 

54-E-3..~....| Town of Portsmouth...................- a 51.2 | 307, 980 240, 720 

54-E-401. ....| Newport school system... 25.8 | 506, 100 
54-E-402-._..| Town of Jamestown, Newport | 6.2 


1 Probably ineligible. 


Mr. Fogarty. So those communities which did go ahead and con- 
struct these schools are being penalized now by not being able to 
collect? 

Mr. Grigsby. That is as respects the reimbursement. 

Mr. Fogarty. Isn’t it more expensive for the Federal Government 
to build and operate schools than it is to participate with the local 
communities in a program like this to build and operate schools on a 
local level? 

Mr. Griassy. There is no question about it. 

Mr. Focarry. It costs the Federal Government more per year to 
educate a child than it does in this program under these two laws? 

Mr. Gricspy. There is no question about it, because of the mainte- 
nance and operation law the Federal Government is coming in the 
picture financially as the local taxpayer and paying a local share of 
the cost of the education of the child in relation to the child who lives 
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on Federal property or his parent is employed on it. The State comes 
in and pays the State’s share, if any. So that by and large for the 
country as a whole about 50 percent of the costs of elementary and 
secondary education is carried by the local real-estate tax. The other 
half is carried by State aid of one sort or another for the Nation as a 
whole. So the Federal Government is paying the local share of about 
50 percent. Roughly, it would cost double to pay the full share of 
the cost of the education of the child on a militar y base. 

Mr. Fogarty. If Congress enacts laws like Public Law 815 and 
doesn’t appropriate money to carry them out—you couldn't blane 
some of these communities for letting the Federal Government build 
the schools and educate the children. That is a responsibility of the 
Federal Government. If don’t think anybody questions that. It is 
the responsibility of the Federal Government to see that these children 
of servicemen get an education. We do that overseas. 

Mr. Griaspy. A few States do disclaim responsibility for the educa- 
tion of children living on Federal property. Most of the States have 
accepted that responsibility, the responsibility of educating all 
children within their borders whether they live on military posts or not. 

Mr. Focarry. Has the Office of Education given any consideration 
to a bill for general aid to education such as teachers salaries or 
transportation or things of that kind? 

Mr. Griassy. Not to my knowledge. 

Mr. Focarry. Nothing is being considered at the present time? 

Mr. Griassy. Not as far as I know. 


SCHOOL FACILITIES SURVEY 


Mr. Foaarry. I received in my office, I presume every Member of 
Congress did, the results of a recent school facilities survey. In just 
a couple of minutes what does that show throughout the country? 

Mr. Griassy. I haven’t refreshed my mind on that survey before 
I came in here, so I may be wide of the mark on some of the statistics. 
That is the school facilities survey which was conducted with funds 
appropriated under authorization of title 1 of the old Public Law 
815, in which the Federal Government authorized an appropriation 
of $3 million to match money with the States which would undertake 
the survey. ‘The first phase of the survey dealing with the inventory 
of existing facilities and the then current need for additional school 
facilities, the result of which, as I recall it, indicates a need for class- 
rooms as of September 1952 of about 312,000. 

The second phase of the survey is now in progress which would 
attempt to project the needs for school facilities over the next several 
years, up to 1960, I believe, and to develop plans State by State, 
State plans, for the location of schools to meet their needs as antici- 
pated or projected through 1960. 

A third phase of the survey had to do with some evaluation, State 
by State, of the ability of the States to meet their needs for new 
construction. 

The preliminary data of the need side seemed to indicate that as 
of September 1, 1952, there was a need for about 312,000 classrooms 
which would cost in the neighborhood of $10 billion, I believe, and 
the States and localities in terms of their present statutory limita- 
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tions, assessment practices and all the rest, could at that time have 
raised about half of the total amount required. 

What the facts are that represent this projection to 1960 and the 
States ability to meet the need I couldn’t say. 

Mr. Focarry. That is all, Mr. Chairman. 

Mr. Grispy. Thank you very much. 


SUBCOMMITTEE ON LEGISLATIVE-JUDICIARY APPROPRIATIONS 


WALT HORAN, Washington, Chairman 


FRED E. BUSBEY, Illinois MICHAEL J. KIRWAN, Ohio 
FRANK T. BOW, Ohio GEORGE W. ANDREWS, Alabama 


JOHN J. ROONEY, New York! 
1 Temporarily assigned, 


Tuurspay, Feprvuary 25, 1954. 


LEGISLATIVE BRANCH 


WITNESSES 


LYLE O. SNADER, CLERK OF THE HOUSE OF REPRESENTATIVES, TOM 
KENNAMER, DOORKEEPER OF THE HOUSE OF REPRESENTATIVES 


Hovse or REPRESENTATIVES 


Mr. Bow. The committee will come to order. 

We will now consider the supplemental request of the House of 
Representatives. The pertinent portions of House Document No. 
330 will be inserted at this point into the record. 

(The material referred to is as follows:) 

Hovusr oF REPRESENTATIVES 
SALARIES, OFFICERS AND EMPLOYEES 
Office of the Doorkeeper 


For an additional amount for “Office of the Doorkeeper,” $13,615. 


CONTINGENT EXPENSES OF THE HOUSE 
Stationery (Revolving Fund) 


For an additional amount for “Stationery (revolving fund),” $3,200, to remain 
available until expended. 


PoLice 
CAPITOL POLICE BOARD 


For an additional amount for ‘“‘Capitol Police Board,” $2, 855. 
EpvucaTion oF SENATE AND Housr 


For an additional amount for “Education of Senate and House pages,”’ $2,785. 


Mr. Bow. We are pleased to have with us Mr. Lyle Snader, Clerk 
of the House of Representatives, who will make his presentation at 
this time. 

Mr. Snaper. Mr. Chairman, we have pending before your com- 
mittee 5 supplemental estimates of appropriations required by the 
legislative branch, House of Representatives, for the fiscal year ending 
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June 30, 1954; 4 of which are contained in House Document 330, 
83d Congress, 2d session, and 1 as submitted through the Bureau 


' of the Budget, by letter dated February 15, 1954, but not yet printed 


in document form. 

The first item calls for a supplemental appropriation of $13,615 for 
“Salaries, officers and employees,”’ Office of the Doorkeeper, and repre- 
sents the amount paid for salaries of pages during the month of August 
1953. Our regular appropriation as carried in the legislative appropri- 
ation acts bs: fiscal year provides only sufficient money to pay the 
salary of pages on a 7-month basis and should Congress remain in 
session for a longer period than 7 months during a fiscal year, a 
deficiency or supplemental appropriation must be obtained. ‘The Ist 
session of the 83d Congress adjourned August 3, 1953, and, under the 
law, the salaries of pages were paid through August 31, 1953, on which 
latter date they were automatically dropped from the payroll. The 
pages were again reappointed January 1, 1954, and their salaries will 
be paid through June 30, 1954, out of the appropriation for the fiscal 
year 1954. In other words, the pages will be paid on the basis of 8 
months during the current fiscal year 1954, and as the regular appropri- 
ation was based on only 7 months, this supplemental appropriation 
representing the actual amount paid for salaries of pages during 
August 1953, will necessarily be required. 

The second item calls for a supplemental appropriation of $3,200 for 
contingent expenses of the House, “Stationery revolving fund,’’ and 
represents a stationery allowance of $800 each for 4 new Members 
of Congress, elected by special elections during 1953. The stationery 
allowance of $800 for the Ist session of the 83d Congress was not 
available for these 4 new Members, as their predecessors received 
the allowance, which became available to them on January 3, 1953. 
These four new Members are as follows: 

Hon. William H. Natcher, Second District of Kentucky, elected August 1, 1953, 
to fill vacancy of Hon. Garrett L. Withers, deceased April 30, 1953. 

Hon. Lester R. Johnson, Ninth District of Wisconsin, elected October 13, 1953, 
to fill vacancy of Hon. Merlin Hull, deceased May 17, 1953. 

Hon. Harrison A. Williams, Sixth District of New Jersey, elected November 3, 
1953, to fill vacancy of Hon. Clifford P. Case, resigned August 16, 1953. 

Hon. Glenard P. Lipscomb, 24th District of California, elected November 10, 
1953, to fill vacancy of Hon. Norris Poulson, resigned June 11, 1953. 

The third item calls for a supplemental appropriation of $2,855 for 
the “Capitol Police Board,’ and represents the additional amount 
required by the Metropolitan Police Department of the District of 
Columbie, in paying increases in salaries paid to three officers detailed 
to the United States Capitol. These increases became effective July 
1, 1953, as authorized by the “District of Columbia Police and Fire- 
men’s Salary Act of 1953,’’ Public Law 74, 83d Congress, approved 
June 20, 1953. 

The fourth item calls for a supplemental appropriation of $2,785 for 
“Education of Senate and House Pages,’”’ and represents the addi- 
tional amount required for increases in salaries paid to the teachers 
of the District of Columbia School System, assigned to the Capitol 
Page School. These increases also became effective July 1, 1953, as 
authorized by the ‘District of Columbia Teachers’ Salary Act of 
1947,”’ as amended by Public Law 189, 83d Congress, approved 
August 5, 1953. 
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The fifth item as submitted through the Bureau of the Budget 
by my letter of February 15, 1954 (not yet printed in document form), 
calls for a supplemental appropriation of $15,000 for contingent 
expenses of the House, ‘‘Folding documents.’’ This estimate was 
submitted at the request of Hon. Thomas Kennamer, Doorkeeper of 
the House of Representatives, in order to have sufficient funds avail- 
able to operate the Folding Room of his Department, for the balance 
of the fiscal year 1954. 

I might say, gentlemen, that Mr. Kennamer is here if there are any 
questions in regard to the last item. 

Mr. Bow. Are there any questions on the items included in Mr. 
Snader’s statement? 

Mr. Bussey. With reference to the fourth item, $2,785 for educa- 
tion of the pages, how many teachers are represented in the sum? 

Mr. Snaper. Mr. Kennamer, do you have that number? 

Mr. Kennamer. It covers the increase for six teachers, sufficient 
funds are available to cover the total salary of the seventh, which is 
the new science teacher provided for by the committee last vear. 

Mr. Bow. If there are no further questions, we thank you very 
much, gentlemen. 

Mr. Snaper. Thank you very much, Mr. Chairman. 


Tuurspay, Fepruary 25, 1954. 
GOVERNMENT PRINTING OFFICE 


WITNESS 
FELIX CRISTOFANE, COMPTROLLER. 


Mr. Bow. The committee will come to order. 

The committee has under consideration the request for a language 
change which would have the effect of reappropriating certain balances 
of the Government Printing Office’s past years appropriations. We 
will insert at this point the pertinent portion of House Document 330 
for the record. 

(The material referred to is as follows:) 


GOVERNMENT PRINTING OFFICE 
WORKING CAPITAL AND CONGRESSIONAL PRINTING AND BINDING 


The unexpended balances of all appropriations to the Government Printing Office 
for ‘Working capital and congressional printing and binding’’, for the fiscal years 
1943 through 1951 shall be available, without regard to fiscal year limitations, for 
payment of claims settled by the General Accounting Office in favor of employees and 
former employees of the Government Printing Office for additional compensation 
on account of service rendered during the fiscal years 1942 through 1961. 


Mr. Bow. We have before us a statement, prepared by the Govern- 
ment Printing Office, setting forth the need for this item. This 
statement will be inserted into the record at this point. 

(The statement referred to is as follows:) 

In view of the provisions of Publie Resolution No. 127, dated June 29, 1938 
(52 Stat. 1246), the Government Printing Office requested a decision of the Comp- 
troller General of the United States with respect to payments to employees for 
working on holidays. The Comptroller General in his decision stated in effect 
that employees were not entitled to holiday pay, and, in addition, for the actual 
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time worked on a holiday at their regular rates of pay. In accordance with this 
decision, the Government Printing Office paid only for the holiday whether the 
employee worked or did not work. A former employee of the Government 
Printing Office filed claim with the General Accounting Office, and later with the 
Court of Claims for time and one-half in addition to holiday pay whenever he was 
required to work on a holiday. The claim of the employee was supported by a 
wage agreement made pursuant to law between the Government Printing Office 
and the employees, which provided for holiday pay, and in addition time and one- 
half for work performed on a holiday. The Court of Claims, as well as the 
Supreme Court, rendered a decision favorable to the employee and thus arose the 
necessity for obtaining funds to pay for claims arising by virtue of the decision of 
the Court of Claims and the Supreme Court of the United States. 

Based upon the decision of the United States Court of Claims No. 49299 
rendered April 3, 1951, and affirmed by the United States Supreme Court, Jan- 
uary 2, 1952, No. 209 of the October term 1951, claims by present and former 
employees of the Government Printing Office for additional compensation due 
for work performed on legal holidays during the fiseal years 1942 through 1952 
to the extent of approximately $36,000 have been received and a considerable 
number of additional claims are anticipated. 

In accordance with the Surplus Fund Certified Claims Act of July 6, 1949 
(63 Stat. 407), unexpended appropriation balances are available for payment of 
claims certified by the Comptroller General. 

The records maintained at the General Accounting Office show that there are 
no unexpended balances remaining for the 1942 fiscal year appropriation, and it 
appears that the balances for some of the other fiscal years may not be sufficient 
to make payment of certified claims in those periods. 

In order to remove the need for individual deficiency acts as the situations arise, 
it was suggested by the General Accounting Office that the Government Printing 
Office initiate a request for legislation that would authorize the Comptroller 
General to make certification of claims arising from the above decisions to be paid 
out of any unexpended balances in the working capital and congressional printing 
and binding appropriations for the fiscal vears 1942 through 1951. 


BALANCE AVAILABLE FOR REAPPROPRIATION 


Mr. Bow. What is the amount of the balances that will be reappro- 
priated if this language is approved, Mr. Cristofane? 

Mr. Crisroranr. The balances, beginning with 1943 and running 
through 1951, would be for 1943, $484,000; 1944, $490,000; 1945, 
$760,000; $209,000 for 1946; 1947, $1,427,000; 1948, $696,000; 1949, 
$4,629,000; 1950, $2,378,000; 1951, $994,000. 

Mr. Bow. What is the total? 

Mr. Cristorane. I do not have the total, sir. I would estimate it 
to be maybe $16 million or $18 million, in round numbers. 


AMOUNT OF CLAIMS RESULTING FROM COURT DECISION 


Mr. Bow. What is the maximum estimated amount that may have 
to be paid as a result of decision No. 49299 of the United States Court 
of Claims? 

Mr. CrisTtorane. We do not know, and neither does the General 
Accounting Office, and that was the reason why they suggested that 
we have all the balances made available for the purpose of having 
any certified claims paid from any balances remaining from these 
appropriations. 

The 1942 appropriation balance has already been used up and 
there is no money left. 

I certainly do not expect that that much money is going to be used, 
however; I would assume that, based on $36,000, so far, and all 
possibilities in connection with claims of this type, I would say they 
would run around perhaps $100,000 or $150,000 more, but we do not 
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know for sure, and that is the reason why the General Accounting 
Office—Mr. Steve Brown, the Associate Director of the Accounting 
Systems Division—suggested this language. 


LANGUAGE LIMITATIONS 


Mr. Bow. Would you say that the language, as submitted, is so 
drawn, that only the claims that have been allowed or will be allowed 
under the United States Court of Claims decision No. 49299 will lb: 
paid by these funds, and that that is the sole purpose for which these 
funds could be used? 

Mr. Cristorane. Yes, sir. That is right. 

Mr. Bow. They could not be used for any other purpose than for 
the payment of these claims, which are an obligation on the Federal 
Government? 

Mr. Cristorane. That is right. 


STATUTE OF LIMITATIONS 


Mr. Bussey. How long will this appropriation be available to pay 
these claims? Is there any terminal date? 

Mr. Cristorane. No, sir; but it would only be available to pay all 
claims until they were barred by the statute of limitations, which 
I would imagine would be around 6 years. 

Mr. Boowny. What is the date on which the statute of limitations 
expires? 

Mr. Cristorane. Well, the statute of limitations would begin to 
run from the day that claim first became an earning to the employee. 

In other words, when they could have first made a claim, that would 
be the date that the statute of limitations would first begin to run, and 
in this case that would be from the date that the money would have 
accrued to the individual. 

Mr. Bussey. They could come in 5 years from now and file a claim? 

Mr. Cristoranr. They could come in 5 years from now and file 
a claim for everything that was not barred by the statute of limita- 
tions. That means, then, that anything that they had earned 6 
years back they could make claim for, but nothing beyond that date. 

Mr. Roonry. What would be the total for 6 years back? 

Mr. Bussey. I am trying to get a terminal date established, 
because I do not think we can leave this open forever. 

Mr. Rooney. On the other hand, you cannot deprive people who 
are entitled to pay for having worked on holidays, as determined by a 
court decision. 

Mr. Bussey. I agree with you, but what I am trying to get at is 
how long they will have a legal claim against the Government? 

Mr. CristoraNne. The latest claim that would be paid under this 
decision would be about 6 years after the decision was rendered, 
because since that time we have been paying these amounts of money 
based on this arrangement. 

Mr. Bussey. That is what I was trying to establish. 

I am not asking for specific dates, but they have a period of 6 years, 
from the time of the court decision, in which they can file claims? 

Mr. CristoraNe. Yes, sir. 

Mr. Bow. Does anyone who has a claim have a period of time 
beyond that to file it? 


|_| 

trol 
tim 
dat 
Ge! 
file 
of | 
] 
wo 
’ 
ap] 

HE 
( 
Age 
as 
in 
th 
R 
A 
E 
B 


inting 
inting 


is SO 
lowed 
rill be 
these 


n. for 
dera! 


77 


Mr. Cristorane. No, sir, according to the decision of the Comp- 
troller General, they do not have that much time. They only have the 
time that they could have used, provided they had filed a claim on the 
date on which it accrued to them. Even though the Comptroller 
General in a decision may state they have no claim, they should have 
filed their claim, anyway in order to avoid the running of the statute 
of limitations. 

Mr. Bow. Any balance of this fund not used to pay these claims 
would revert to the Treasury, as I understand it? 

Mr. Cristorane. Yes, sir. 

Mr. Bow. If there are no further questions, we thank you for your 
appearance, here, Mr. Cristofane. 

Mr. Cristorangr. Thank you, sir. 


Tuurspay, Fespruary 25, 1954. 


THE JUDICIARY 
WITNESSES 


HENRY P. CHANDLER, DIRECTOR, ADMINISTRATIVE OFFICE OF 
THE UNITED STATES COURTS 

ELMORE WHITEHURST, ASSISTANT DIRECTOR, ADMINISTRATIVE 
OFFICE OF THE UNITED STATES COURTS 

EDWIN L. COVEY, CHIEF, BANKRUPTCY DIVISION 

JOHN C. BROWN, BUDGET ANI’) ACCOUNTING OFFICER 


ADMINISTRATIVE OFFICE OF THE UNITED States Courts 
Mr. Bow. The committee will come to order. 
FEES OF JURORS AND COMMISSIONERS 


We will proceed with the supplemental request for The Judicia 
as contained in House Document No. 330, and, for the record, we wi 
insert at this point the justification on pages 3 and 4 which deal with 
the fees of jurors and commissioners. 

(The matter referred to is as follows:) 


Fees of jurors and commissioners, United States courts, 1954 


Budees estimates next year. ....... 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The additional funds requested herein are needed to pay the fees, expenses, “a 
and costs of jurors serving in the Federal courts during the fiscal year 1954. _ 

The business of the district courts continued to rise during the fiscal year 1953 
and at a slackened rate during the first half of 1954. In an effort to cope with the 7 
heavy influx of new business the courts are currently conducting more jury : 
trials. The number of jury trails commenced last year both civil and criminal .. 
was 5,135 or 408 more than the number begun in 1952 of 4,727 and the highest 
number for any of the past 6 years. Jury costs during the first half of the fiscal 
year 1954 continued to be heavy. In fact the total amount expended for jury 
service during the first 6 months of the current year was approximately the same A 
as the amount expended for the same period of the fiscal year 1953. In all prob- ~~ 
ability the demands for jury service this year will approximate the requirements 


of 1953 when the costs amounted to $3,165,753. 
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The amount currently available for 1954 for fees, expenses, and costs of jurors 
is $3,050,000 or $115,753 less than the actual costs for such purposes last year. 
However, as it is practically impossible to predict with any degree of certainty 
the future demands for jurors’ services provision is being requested for a small 
leeway of about $10,000 which raises the total supplemental estimate to $125,000. 
This will provide for the services of jurors in the current fiscal year on a plane 
slightly higher than for 1953 and under present indications should prove to be 
adequate. 


TRAVEL AND MISCELLANEOUS EXPENSES 


Mr. Bow. Also, we will consider ‘Travel and miscellaneous ex- 

enses,” and will include in the record pages 8 through 12 of the 
justifications for the record. 

(The matter referred to is as follows:) 


Travel and miscellaneous expenses, United States courts, 1954 


1, 644, 400 


Transferred from “Salaries of judges,’ Public Law 286_- 


Total available for 
Budget estimate next fiscal -. 1, 796, 200 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The supplemental appropriation requested herein of $36,000 is necessary due to 
the enactment of Public Law 222 on August 8, 1953, which changed the statute 
(sec. 456, title 28, U. 8. C.) regulating the travel expenses and maintenance ex- 
penses of Federal judges while engaged in the performance of official duty. The 
new act raises the maximum limit upon the maintenance expenses for which 
judges may be reimbursed from $10 to $15 per day. It also makes certain changes 
clarifying the former definition in the statute of the official stations of circuit and 
district judges for the purpose of reimbursement of their travel and maintenance 
expenses. 

Public Law 222 became effective with its approval by the President on August 6, 
1953, so that the higher allowance for judges’ maintenance expenses will be in 
effect for‘about 11 months of the current fiscal year. This new cost was not 
provided for in the estimates or the appropriation for 1954 and it cannot be met 
in the face of the rising costs of travel due to the general increase in the business 
of the courts which is being experienced, except through the appropriation of 
additional funds for the purpose. ’ 

The greatly expanded volume of judicial business in recent years is reflected in 
the following table which shows statistical data for the fiscal years 1948 through 
1953. The upward trend reflected by the table continued into the first half of the 
current fiscal year but at a slackened rate. 


Fiscal years 
148 | 1949 1950 1951 | 1952 1953 
Total civil cases commenced. _____..._. ‘ 46, 725 53, 421 54, 622 51, 600 58, 428 64, 001 
United States cases. 16, 381 22, 035 22, 429 19, 424 22, 881 23, 881 
Private cases 30, 344 31, 386 32, 193 32, 176 35, 547 40, 120 
Civil cases pending at end of year__._____- 49, 215 54, 240 55, 603 55, 084 60, 362 66, 873 
Total criminal cases commenced _______.- 32, 097 34, 432 36, 383 38, 670 37, 950 37, 291 
Criminal cases pending at end of year___- 7, 851 7, 875 8, 181 7,701 8, 629 9, 518 
6, 156 6, 426 | 6, 5389 6, 962 6, 668 6, 861 
2, 749 2, 856 | 3, 033 2, 916 3, 405 3, 907 
| | 
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ADDITIONAL PROVISION FOR JUDGES’ MAINTENANCE DUE TO PUBLIC LAW 222, 
APPROVED AUGUST 8, 1953 


It is estimated, based upon a recent study and analysis of payments to circuit 
and district judges for maintenance expenses, that the cost of raising the maxi- 
mum amount for which a judge may be reimbursed for maintenance expenses 
incurred while engaged in official work away from his official station from $10 
to $15 a day will approximate $47,400 annually. The survey indicated that 
slightly less than one-half of all judges who traveled during the period studied, 
or 48 percent, claimed the maximum reimbursement of $10 per day allowed by 
the former statute. The remaining 52 percent of the judges claiming mainte- 
nance expenses charged at an average rate of $8.036 per day. The overall aver- 
age amount claimed by all judges for maintenance expenses was $8.978 per day. 
Costs for maintenance expenses of judges under the new statutory maximum 
allowance of $15 per day are expected to increase by about 38 percent, or from 
an average of $8.98 per day to an average of $12.38 per day for each judge in a 
travel status. This will raise the overall cost of judges’ maintenance by approxi- 
mately $47,400 a vear. However there is expected to be a small saving of about 
$8,000 in the maintenance expenses of judges as a result of the new criteria for 
fixing their official stations under the recent amendment of the statute 28 United 
States Code, section 456, as amended by Public Law 222, approved August 8, 
1953, so that the annual net increase in costs will be only $39,400. 

The cost for the fiscal year 1954 will be somewhat less than the annual amount 
stated above because the new act did not become effective until August 6, 1952. 
It is estimated that the additional costs resulting from the enactment of Public 
Law 222 during the period it will be in effect in the current fiscal year of slightly 
less than 11 months will be $36,000. 

A comparison of the payments for travel expenses of all court personnel inelud- 
ing the judges, month by month, during the first half of the fiseal vears 1953 and 
1954 is shown by the following table: 


Fiseal year | Fiseal year Percentage 
Month 1968 1954 of change 
| 
| Percent 
5 — $22, 335 | $23, 110 +3. 5 
ae 50), 237 56, 414 | +12.2 
75, 895 | 70, 066 | —7.7 
62, 953 77, 518 | +23. 1 


Payments of travel costs for the period from August through December 1953, 
during most of which the new statute regulating judges’ reimbursement for travel 
and maintenance was in effect, show an increasing trend except for the month of 
October when there was a temporary reduction. It is expected that the payments 
for subsistence and travel will remain high during the last half of the fiscal year 
1954 and that the total cost for the year will amount to $796,600 or about 14 
percent greater than for 1953 when approximately $700,000 was expended. Since 
the present amount available is only $760,600 an additional appropriation of 
$36,000 will be needed. 


SALARIES OF REFEREES 


Mr. Bow. In regard to “Salaries of referees,’’ we will insert pages 
16 and 17 for the record, and in regard to other expenses, we will 
insert pages 21, 22, and 23 in the record. 

(The matter referred to is as follows:) 


Salaries of referees, United States courts, 1954 
Obligations to Dee. 31, 1953_______-_- 


$7, 000. 00 
1, 058, 750. 00 
528, 381. 89 


Budget estimate, next fiscal year__........_..__.--._..-.___-- 1, 083, 700. 00 


44098—54——_6 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Supplemental funds are needed in the appropriation for referees’ salaries (, 
rovide for increases in compensation of certain referees in bankruptey authorize: 

»y the Judicial Conference of the United States at its annual meeting in September 
1953. Because of the increase in the volume of bankruptcy cases the Judicia 
Conference changed 6 part-time referee positions to full-time, consolidated 2 
part-time positions into a single full-time position, and increased the salaries o| 
5 part-time positions. 

The increases authorized total $24,950 on an annual basis. The Judicia 
Conference authorized the Director to make the salary increases for part-tim 
referees effective on October 1, 1953, and directed that changes from part-tim 
to full-time positions be made effective as soon as supplemental funds are mac 
available. ‘The cost of salary increases for part-time referees can be absorbed for 
the fiscal year 1954 out of savings in the appropriation but an additional sum of 
$7,000 will be needed to make the full-time changes effective on March 1, 1954 
It is therefore requested that this additional amount be provided in the ‘‘Referees 
salary appropriation” for the fiscal year 1954. 

No appropriation from the general funds of the Treasury is requested in this 
estimate. It is requested that the supplemental funds needed be made available 
out of the Referees’ Salary Fund which is composed entirely of filing fees and 
special charges paid by the parties to bankruptcy proceedings. The added cost 
will be well within the receipts into the salary fund in the current fiscal year. 


EXPENSES OF REFEREES 


Expenses of referees, United States courts, 1954 


Obligations to Dee. 31, 1953. 651, 952 
Expenditures to Dec, 31, 1953... 541, 863 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


By an amendment to the postal laws, effective August 15, 1953 (Publie Law 
286, 83d Cong.), all Government agencies are required to pay postage at existing 
rates on all penalty mail used. Because of the great number of pieces of mail 
sent from the offices of the referees in bankruptcy, it is not possible to absorb 
the cost of penalty mail out of the present appropriation for the expenses of 
referees’ offices. 

A study made by this office in 1952 revealed that there are an average of 30 
creditors in each bankruptcy case and that an average of 24% sets of notices must 
be mailed to the creditors in each case while it is in the process of administration 
The number of notices to be mailed in each case will therefore average 75. A 
further study of the matter indicates that 37.67 percent of the notices and cor- 
respondence will be mailed as first-class mail at the rate of 3 cents per cover; 
48.98 percent will be classed as third-class mail at 2 cents per cover; 7.67 percent 
will be third-class mail at 14% cents per cover; 4.63 percent of the mail will be 
comprised of post cards at 2 cents per cover and 1.05 percent will be classed as 
rieces in excess of 4% by 10% inches in size taking a rate of 9 cents per cover 
Based on an estimated volume of 50,800 new cases in 1954, and taking into ac- 
count the number of cases already pending before the referees, it is estimated 
that 3 million pieces of mail of various classes will be mailed from the referees’ 
offices during the period from August 15, 1953, to June 30, 1954. 

Applying the rates indicated above to the number of covers of the various 
classes, it is estimated that the cost of penalty mail for the fiscal year 1954 will 
total $71,600 and it is requested that the appropriation for referees’ expenses be 
increased by this amount for the fiscal year 1954. 

No appropriation from the general funds of the Treasury is requested in this 
estimate. It is requested that the supplemental funds needed be made available 
out of the referees’ expense fund which is composed entirely of filing fees and 
special charges paid by the parties to bankruptcy proceedings. The added cost 
will be well within the receipts into the expense fund in the current fiscal year. 


Mr. Bow. We are pleased to have with us, Mr. Chandler, Director 
of the Administrative Office of the United States Courts. 
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We are always glad to have you, Mr. Chandler, and you may pro- 
ceed with the justification, if you will. 
Mr. CHanpueEr, I will be brief. 


FEES OF JURORS AND COMMISSIONERS 


The first request is for an increase of $125,000 in the present appro- 
priation for fees of jurors and commissioners. 

The necessity for the increase comes entirely from the need for an 
increase in the allotment for fees of jurors. The allotment for that 
purpose in the present appropriation is $3,050,000, and the requested 
addition of $125,000 would carry that to $3,175,000, which is a little 
less than $10,000 more than the actual cost of fees of jurors in 1953. 
The cost for jurors in the first half of the current year ran just about 
abreast, or slightly behind, I believe, at the end of December, the cost 
in 1953, but we regard the amount requested as only a prudent 
provision for the probable cost in the current year. 

Mr. Bow. You feel that will probably,come very close to meeting 
your actual costs? 

Mr. CHanpuer. Yes, sir; I do. 

Mr. Bow. Any questions, Mr. Busbey? 

Mr. Bussey. [ just wanted to comment that you are asking for a 
supplemental appropriation of only $125,000 on an item like this, 
which indicates to me that you did a pretty good job of estimating it 
in the first place, which I am always glad to see. 

Mr. CHanpuer. Yes, sir. 

Mr. Bow. Any questions, Mr. Rooney? 

Mr. Rooney. How much is your leeway? 

Mr. Brown. We have $10,000 in there, Mr. Rooney, over and above 
the cost for last year. It is really something that you cannot predict 
with any certainty. 

Mr. Rooney. Well, of course, we have to pay these things. It 
just is a question of gaging the amount. You gage these things 
fairly comfortably, but you do not often come out on the short end. 

| have no further questions, Mr. Chairman. 


TRAVEL AND MISCELLANEOUS EXPENSES 


Mr. Bow. We will proceed to consideration of the next item, Mr. 
Chandler. 

Mr. CHanpuer. We are requesting an increase in the appropriation 
of travel and miscellaneous expenses of $36,000. 

The allotment for travel out of that appropriation is $760,600. 

The need for the increase comes from the fact that a law was passed 
and approved on August 8, 1953—Publie Law 222—which raised the 
maximum limit on the maintenance expenses of judges from $10 to 
$l15aday. We estimate, and the estimate is borne out by experience, 
that that will entail on an annual basis, a net increase of around 
$39,000 a vear in the maintenance expenses of judges. The increase 
did not go into effect until August and we, therefore, ask for an addi- 
tional allowance of $36,000. 

Mr. Bow. Mr. Chandler, can you tell us something now about the 
situation of some of the judges who have been, in the opinion of some 
of the members of this committee, at least, violating the spirit of the 
law on these per diem allowances? 
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Mr. Cuanpuer. I can, and, as a matter of fact, the Judicial Con. 
ference, at a meeting held on May 8, 1953, expressed the opinion that 
the practices of some judges had been erroneous, and that the lay 
should be amended to make clear the rule to be followed. 

The same law to which I have referred, namely, Public Law 222 
changed the criterion of residence so that we think now it is unmistak- 
able, and there has been on the part of the judges to whose practices 
objection was raised, a definite change. 

Che present law provides in regard to the official station that th 
official station shall be that place where a district court is regularl 
held, and at or near which the judge performs a substantial portion of 
his judicial work, which is nearest the place where he maintains an 
actual abode in which he customarily lives. So, the statute as it now 
stands makes the place where a judge really lives the greater part of 
the time the controlling factor in determining his residence. 

Mr. Bussey. Do you feel that this adequately takes care of the 
situations this committee has been concerned about? 

Mr. Cuanpver. It does, sir. There has been a marked drop in the 
expenses of those judges, and some savings from that source was 
taken into account in estimating what the increase in cost for the 
maintenance of judges, as a whole, from the increase in the per diem 
rate would be. 

Mr. Bow. I| recognize that what you say in regard to the Judicial 
Council taking this up in May 1953, is correct, of course, Mr. 
Chandler, but I KEY, also like the record to show that this com- 
mittee, previous to that time, had raised some very serious questions 
about it, and I think called it to the attention of the Judicial Council, 
and it is by reason of the action of the committee, as well as the 
Judicial Council, that the action was taken. 

I notice in your justifications that you show a savings of about 
$8,000 in maintenance expenses of judges as a result of the new 
criteria? 

Mr. CHanpuier. That is right. 

Mr. Bow. Are you continuing to police that pretty well? 

Perhaps, I should not use the word “police,” but are you keeping 
in close contact with it? 

Mr. Cuanpuer. I understand what you mean. Well, Mr. Chair- 
man, we are watching the expenditures of the judges, and in cases in 
which we have considered that there could be any question about the 
place which they are now designating as their official station, we have 
corresponded with them and have tried to arrive at the facts. 

We believe that the administration is now sound. 

Mr. Roonry. Mr. Chaadler, would you explain two things for me? 

First, how it is that everything with which the Judicial Conference 
concerns itself, insofar as cost to the taxpayers is concerned, goes up 
and up aod up, and, secondly, why it is that this matter of fixing the 
official station of the judges, which it was thought might save some 
money, now results ia a request for an increase In appropriation? 

Mr. Cuanpuer. I might say to that that the oben in test of 
residence, Congressman Rooney, really does not increase the cost. 
The test has reduced the cost. But the fact—and I think the Congress 
recognized that in passing the law—that the cost of transient accom- 
modatioos has gone up in a very marked degree since 1940, when 
the limit was placed at $10, and that $15 is now no more than com- 
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pensatory is what has increased the cost. The Conference regards 
that increase as a recognition of the increased cost of living; in this 
ease, transient accommodations. 

Mr. Bow. The reason tor this increase came about because of the 
act of Congress in increasing the per diem rate from $10 a day to $15 
aday. That is the basis of this supplemental request? 

Mr. Cuanpuer. Yes, sir. 

Mr. Bow. We shall proceed to the consideration of the next item, 


Sthea. 


SALARIES OF REFEREES 


Mr. Cuanpier. The next item requested is for an increase of 
$7,000 in the appropriation for salaries of referees, and I might say, 
as you all know, that this appropriation and the appropriation for 
expenses of referees, which is to come next, are paid out of the special 
salary and expense funds created from the charges paid by the parties 
to bankruptcy proceedings, and do not come from the Treasury. 

The reason for this increase is that the Judicial Conference, exer- 
cising a power which is delegated to it by the Bankruptcy Act to fix 
the salaries of referees, increased the salaries of referees in specific 
cases in which it was considered that the increase in the work called 
for an increase in the salary, at a meeting held last September. 

The increase related to salaries of part-time referees—a few—and to 
full-time referees. ‘The increase in salaries of part-time referees is 
being absorbed out of the appropriation. The increase in the salary 
of full-time referees, on an annual basis, would amount to $24,250, 

If we assume that this appropriation may become effective on March 
first—that may be optimistic, but the estimate was based on an effee- 
tive date of March first—the cost for this year, which will be two- 
thirds past by then, will be $8,084. 

There is a balance of $1,393 in the appropriation, after the deduc- 
tion of obligations on the present basis. That leaves a remainder of 
$6,691, and we felt it prudent to ask for a supplemental appropriation 
of $7,000 to cover that. 

Mr. Bow. I understand this appropriation does not come from the 
funds of the Treasury? 

Mr. Cuanpter. No, sir; it comes only from charges paid by the 
parties to bankruptcy proceedings. 

Mr. Bow. Mr. Rooney? . 

Mr. Rooney. I wonder, with this request before us, and since there 
is also a following request in the amount of $71,600 in connection with 
expenses of bankruptcy referees, whether or not the number of bank- 
ruptcies has increased? 

Mr. It has. 

Mr. Roonry. What are the figures with regard to that increase? 

Mr. CHanpier. There was an increase in the number of bank- 
ruptey cases in 1953 over 1952 of 5,214 cases, or somewhat less than 
15 percent. 

In the first half of the current fiscal year—that is, the period ending 
December 31, 1953—there has been an increase over the first half of 
the past fiscal year of 5,387 cases, or 30 percent. 

Mr. Rooney. 30 percent? 

Mr. Yes, sir. 
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Mr. Roonry. Do you happen to know whether or not the state- 
ment which was on the networks a few weeks ago to the effect that 
in the month of January 1954, the number of retail failures reached 
an alltime high, is true? 

Mr. Cuanp.ueEr. I cannot say whether it is true. 

Mr. Rooney. Would you suspect that it is true? 

Mr. Cuanpier. Well, I know there were a considerable number of 
failures in January. I could not state the number because I do not 
know, but there were a large number. 

Mr. Rooney. Well, I hope no one will call me a “fear dealer,” by 
virtue of the questions which I have asked with regard to the bank- 
ruptcy situation. 

hat is all, Mr. Chairman. 


FXPENSES OF REFEREES 


Mr. Bow. If there are no further questions, we will proceed to 
the next item, which is expenses of referees of the United States 
courts. 

Mr. Chandler, will you present to the committee your justification 
for the request of $71,600? 

Mr. Cuanpver. This request is due to the passage of Public Law 
286, approved August 15, 1953, which you are all aware put upon 
the agencies concerned the cost, as estimated, of their penalty mail. 

This sum of $71,600 is the estimated cost for this year of the penalty 
mail which will be sent out by the offices of the referees. 

Mr. Bow. Does any part of this $71,600 come from the general 
funds of the Treasury? 

Mr. Cuanpuer. No, sir. 

Mr. Bow. This comes out of the fees collected? 

Mr. Cuanpuer. It comes out of the special expense fund created 
out of charges paid by the parties to bankruptcy proceedings. 

I might say, with reference to this, that this appropriation, being 
an appropriation out of that special fund, cannot be supplemented 
from any other fund, and it is necessary to ask this addition to the 
appropriation. The addition will leave the appropriation for this 
year well within the receipts into the special fund. 

Mr. Bow. Mr. Rooney? 

Mr. Rooney. I note that your estimated volume of new bank- 
ruptcy cases in 1954 is 50,800; is that correct? 

Mr. Cuanpuer. That is correct. 

Mr. Roonnry. How long has it been since we have had new bank- 
ruptcy cases to the extent of 50,800? 

Mr. Cuanpuer. Mr. Covey, do you have the data on that? 

Mr. Covey. I am sorry that I do not have the specific data, but I 
think I know. 

The last year in which it exceeded 50,000 cases was in fiscal year 
1942, and as I recall, the figure, and I think I am correct, it was 
something in excess of 52,000 that year. 

Mr. Rooney. Very well; that is all. 

Mr. Bow. If there are no further questions, gentlemen, that con- 
cludes the hearing, and we thank you very much. 

Mr. Cuanpuer. Thank you very much, gentlemen. 
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SUBCOMMITTEE ON INDEPENDENT OFFICES APPROPRIATIONS 
JOHN PHILLIPS, California, Chairman 


NORRIS COTTON, New Hampshire ALBERT THOMAS, Texas 

CHARLES R. JONAS, North Caro- GEORGE W. ANDREWS, Alabama 
lina SIDNEY R. YATES, Illinois 

OTTO KRUEGER, North Dakota 


Marcu 3, 1954. 
FEDERAL POWER COMMISSION 
INCRBASE IN TRAVEL LIMITATION 


Mr. Poitiers. The committee has an estimate for an increase in 


' the travel limitation before it, but unless one of the members of the 
committee feels that he would like to discuss the increase with the 


Commission I do not think it will be necessary for them to appear. 
The letter of justification is very complete and they say they need the 
increase in travel in connection with gas-rate cases and other urgent 
work. The estimate is sent to us in House Document No. 330. 
There is no additional appropriation, but an increase in the travel 
limitation of $25,000, from $210,000 to $235,000. The committee 
will insert in the record the information contained in House Document 


_ No. 330, followed by the letter of justification on this item. 


(The information is as follows:) 
FEDERAL PowER COMMISSION 


SALARIES AND EXPENSES 


The limitation under this head in the First Indpendent Offices 
Appropriation Act, 1954, on the amount available for expenses of 
travel, is increased from “$210,000” to “$235,000”. 


This proposed increase in the travel limitation is needed to cope with a growing 
accumulation of applications for increases in rates for the sale of natural gas. 
Under the Natural Gas Act priority must be given to the disposition of applica- 
tions for rate increases to protect the financial integrity of the natural-gas com- 
panies and the interest of the consumers. The increase in travel will permit the 
present field staff of the Commission to continue making on-site audits in con- 
nection with pending rate-increase applications. 


FEDERAL Power CoMMISSION, 
Washington, March 2, 1954. 
Hon. JOHN PHILLIPs, 
Chairman, Subcommittee on 
Independent Offices, Committee on Appropriations, 
House of Representatives, Washington, D. C. 

Dear Mr. Puituips: In response to a recent telephonic request from the clerk 
of your subcommittee there is submitted justification for the Federal Power Com- 
mission’s request for an increase in its limitation on travel expenses for 1954. 

It will be recalled that the revised President’s budget for 1954 provided for 
$240,000 for travel for the Commission. Your subcommittee, considering the 
figure of $260,000 contained in the original budget, made a cut of one-third, so 
that the bill as reported to the House limited our travel funds to $173,335. 

During debate on the floor, Mr. Cotton of your subcommittee indicated (pp. 
3651, 3652 Congressional Record, 83d Cong., Ist sess.) that if travel funds should 
prove insufficient the agency could go back to the Congress for relief at a later 
date. The $210,000 limitation which was finally enacted did prove inadequate 
and the increase to $235,000 was requested. 

Having reduced travel allotments to other organizational units to absolute 
minimums or eliminated them entirely, our problem now relates to travel funds 
for the Division of Rates, the Division of Accounts, and the Bureau of Power. 

The Divisions of Rates and Accounts have a staff on continuous field assign- 
ment at the present time consisting of 99 accountants, engineers, geologists, and 
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rate experts. Practically all of such personnel are engaged in investigating appli- 
cations by natural gas companies for rate increases. These investigations ar 
carried out at the utilities’ offices throughout the country with limited supervisioy | 
from the Washington office. The results of such investigations are forwarded to 
Washington, and the field-staff member in charge usually is called in as well, ang | 
the cases are settled either through the conference method or through the formal 
hearing process. 

At the present time the Commission has some 50 gas rate increase — | 
pending, involving requested increases of approximately $113 million. is | 
anticipated that this substantial backlog of rate casework will continue es some | 
time in the future. 

The two divisions involved expended $118,800 for travel through February. |; 
is estimated that they will require $69,920 for the last 4 months of this fiscal year 
(see enclosure for computation). Thus there is a total requirement for the year 
of $188,720 as opposed to an allotment of $174,000 which is the maximum avail- 
able to these two divisions from our total limitation of $210,000. $14,720 of thy 
increase in limitation requested, therefore, is necessary to take care of gas rate 
casework. 

In the event that the limitation is not increased at least to that extent, the 


Commission will have no alternative but to furlough the entire field staff of 99 
professional personnel for 1 month. The result would be a serious setback i 
processing rate increase applications, which already are far behind schedule, 


and probably we would lose some experienced fieldmen in whom the Commission | 


has a substantial investment in training and experience. 

Turning to the Bureau of Power, the restrictive limitations on travel funds 
forced us to reduce allotments to this Bureau the last 2 years by 30 percent of 
what it actually expended in 1952. From its present allotment of $22,000 the 
bureau obligated or expended $16,000 during the first 8 months, leaving $6,000 
available for the last 4 months versus a requirement of $11,500, or a shortage of 
$5,500. 

Of the $5,500 additional needed by the Bureau, $2,800 is required because of the 
necessity of bringing engineers from the San Francisco office to Washington to 
testify at the protracted Hells Canyon hearing. This expense was not anticipated 
when the 1954 budget was prepared, but must be borne nevertheless. 

Another $400 need arises from Commission participation in the work of the 
International Niagara Falls Engineering Board, which also was unanticipated. 

Six hundred dollars more will be required for travel in connection with the work 
of, and hearings in connection with, the New England-New York and Arkansas- 
White-Red interagency committees, ‘and other interagency work in which 4 of our 5 
regional offices are involved. 

Another important activity which has received inadequate attention due to 
lack of travel funds is the inspection of licensed hydroelectric projects. To the 
extent that travel funds can be made available for inspections first priority is 
given to inspection of those projects still under construction, leaving inspection of 
operating projects inadequately provided for. Operation inspections necessarily 
have been reduced in frequency from semiannually to annually, and some im- 
portant projects have not even been inspected annually. Funds needed to bring 
this work up to minimum acceptable standards amount to $800. 

The balance of $900 required by this Bureau would be devoted to holding a 
meeting of regional engineers here in Washington. Such meetings should be 
held once a year, but due to inadequacy of travel funds none has been held since 
June 1952. It is considered imperative that one be held this spring because of the 
many important policy matters which have arisen in the past year which must be 
discussed with the regional engineers. 

Our minimum requirement for additional travel funds, then, totals $20,220. 
The increase in limitation which we have requested is $25, 000. Although no 
need for the difference of $4,780 is foreseen at this time, it w ould provide a margin 
of safety for unforeseen contingencies, as for example if it became necessary or 
desirable to hold one or more hearings in the field, ete. 

It is desired to emphasize that we are not requesting increased funds but only 
an increase in limitation which will permit us to use funds now available for 
minimum essential travel requirements. 

Sincerely yours, 
Jerome K. KuykeNDALL, Chairman. 
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FEDERAL PowEeR COMMISSION 


Computation of travel requirements for Division of Rates and Division of Accounts, 
March to June 1954 


Number of days in travel status, per man cin al ae x 122 
Less estimated annual leave, per 
Net days in travel status. 114 
Estimated 1 change of station: 
$680 per man times 99 men equals___- ‘ 67,320 
Transportation of “in charge’? men to Washington for conferences and 
Transportation and per diem of field supervisors 2, 000 


Fripay, Fepruary 26, 1954. 
HOUSING AND HOME FINANCE AGENCY 
Pusiic Houstnc ADMINISTRATION 


WITNESSES 


ALBERT M. COLE, ADMINISTRATOR 
CHARLES E. SLUSSER, COMMISSIONER 
JAMES F. KELLY, BUDGET OFFICER 


ANNUAL Conrtrisutions, PHA 


Mr. Puitiips. The committee will come to order. 

We have with us today the Public Housing Administration and the 
Administrator, Mr. Cole, of the Housing and Home Finance Agency, 
to justify the request of that Agency for a supplemental appropriation 
of $11 million. The request is contained in House Document No. 
321, which will be inserted in the record at this point along with a 
statement of the justifications. 

The document and justifications referred to are as follows: 


HovustneG AND Home FINaNnce AGENCY 
PUBLIC HOUSING ADMINISTRATION 


Annual contributions 


For an additional amount for ‘“‘Annual contributions,’’ $11 million. 

Requirements for annual contributions to local housing authorities for low-rent 
publie-housing projects have increased because the volume of private permanent 
financing has been greater than was originally anticipated. These annual 
contributions will be required to pay debt-service obligations under the contractual 
agreements between the Public Housing Administration and the local housing 
authorities. 

In considering the 1954 appropriation for this item the House Appropriations j 
Committee commented that additional funds would be provided if necessary. i 
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On September 30, 1953, a report was submitted by the Bureau of the Budget to 
the chairmen of the Appropriations Committees indicating the need for additiona| 
funds, and a supplemental appropriation in the amount of $10,800,000 was fore- 
cast in the 1955 budget. 


I recommend that the foregoing proposed supplemental appropriation be | 


submitted to the Congress. 
Respectfully yours, 
Jos. M. Dopar, 
Director of the Bureau of the Budget. 


Unirep Sratres Hovusina Act Program, Fiscan YEAR 1954 


There are included herein schedules and data which support a request for an 
increase of $11 million in the fiscal year 1954 appropriation for annual contribu- 
tions. 

The funds are needed to meet contractual obligations of the Federal Govern- 
ment to pay annual contributions sufficient to cover operating deficits of low-rent 
housing projects operating under the United States Housing Act of 19387, as 
amended. Current estimates of such contributions for fiscal year 1954 amount 
to $43,506,000, as compared to an appropriation of $32,500,000. The additional 
$11 million is required primarily for new low-rent housing projects which were 
recently permanently financed. 

The 1954 budget estimate requested an appropriation of $39,700,000 for an- 
nual contributions. In its consideration of the request, the House Committee on 
Appropriations reduced the amount to $32,500,000, and stated in its report the 
following: 

“In making a reduction of $7,200,000 in the estimate, the committee has taken 
into consideration the fact that in the past estimates for this item have been ex- 
cessive. The committee realizes that contracts entered into for this purpose 
represent an obligation of the Government, and additional funds will be provided, 
if, at a later date, the need for them can be justified.” 

The request for a supplemental appropriation is based upon carefully developed 
estimates of annual contributions requirements. The total estimate has been 
built up on a project-by-project basis and consists exclusively of projects which 
have been permanently financed and on which contractual contribution dates fall 
within fiscal year 1954. The basic dates which determine the periods over which 
interest will accrue, the interest rates, and the amount which is required to 
amortize the capital cost of the projects have been established and are subject to 
no substantial change within the fiscal year. 

When the 1955 budget was developed and submitted it appeared that the 
amount of the proposed supplemental request for 1954 should be $10,800,000. 
In the 4 intervening months actual experience indicates that the original esti- 
mate was too low. There follows a comparative summary of actual and esti- 
mated contribution obligations by months for the period from June 1953 through 
January 1954. The amounts are shown cumulatively: 


Cumulative 
Cumulative | Cumulative | difference 
estimate actual at month 
end 
$2, 366,960 | $2, 353, 375 +$13, 585 
2, 652, 202 2, 654, 304 —2, 102 
8, 505, 798 8, 496, 451 +9, 347 
10, 940, 414 10, 913, 541 +26, 873 
13, 984, 397 14, 065, 784 —81, 387 
18, 781. 397 19, 007, 915 —226, 518 
25, 668, 255 25, 673, 705 —5, 450 


Analysis of the eo ete amounts shows an extremely close relationship of 
estimate to actual. ith respect to new housing projects developed under the 
Housing Act of 1949, the residual income which is expected to be available to 
reduce the debt amortization requirements is variable and therefore somewhat 
difficult to estimate with a reasonable degree of accuracy. For this reason, the 
small differences shown above appear extremely critical. Therefore, a contin- 
gency amount of $200,000 has been added to the original estimate of $10,800,000. 
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be 8 Total amount 32, 500, 000 
1, Apportionments: 
5. Total apportionments and reserves__--_------.-------- 32, 500, 000 
8 Obligations: 
ern- 2d quarter (actual) 10, 511, 464 
yun Wert —— ‘Gree 
Total actual and estimated _. 43, 500, 000 
an- 9, Estimated supplemental required -_ _-__.....-.-----.-.----------- 11, 000, 000 
10. Estimated supplemental included in latest 10, 800, 009 
ken 11. Date needed: For obligation, March 15, 1954 for expenditure, 
ex- August 1954. 
ose | Estimated expenditures from supplemental: 
led | In budget Revised 


In current year... 


In next fiscal year 
After next fiscal vear 
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PROPOSED LANGUAGE 
sti- j 
Sti- | | Annual contributions, Public Housing Administration, Housing and Home Finance 
igh Agency.—For an additional amount for “Annual contributions,” $11 million. 
— Amounts available for obligation 
ive 
Presently Revised 
h available estimate Difference 
| 
585 00,00 | $43, 500, 000 | +$11, 000, 000 
347 
a | Obligations by activities 
518 i _ 
450 Presently Revised 
ie available estimate Difference 
oa Payment of annual contributions $32, 500,000 | $43, 500, 000 +$11, 000, 000 
to 
at Obligations by objects 
n- 
Presently Revised ss 
0. available estimate Difference 
ll Grants, subsidies, and contributions... ___- $32, 500, 000 | $43, 000, 000 | +$11, 000, 000 
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Mr. Puiturps. This is a request for $11 million to supplement. the 
contributions to local housing authorities over and above the $32. 
500,000 which we appropriated in the bill for the current fiscal year 
_I think the committee is reasonably familiar with the entire situa- 
tion. 


METHOD OF FIGURING AMOUNT OF REQUEST 


Mr. Slusser, if either you or Mr. Kelly wish to make a supplementa| 
statement, now is the time to do it. One question to answer is why 
you figured $10,800,000 and then think you can get $11 million out 
of the subcommittee. 

Mr. Ketiy. The nature of this appropriation, as you know, is one 
in which the obligations were actually incurred prior to the beginning 
of the fiscal year. The exact cost is not determinable until the loca! 
authorities submit their financial statements. We prepare estimates 
on a project-by-project basis and that added up to $43,300,000. We 
broke those down by months and so far the actual has been so close 
to the estimate as to raise concern as to whether or not in the month 
of June we might not be just a few thousand dollars over the esti- 
mate and occasion an urgent deficiency in the month of June. 

We thought if we had a contingency of $200,000 over the estimate 
it would keep that from occurring, and it would not be used, of course, 
unless the obligations were actually incurred. 

Mr. Putuurps. I want to call the committee’s attention to the fact 
this is just a calculation of the Government’s contribution which can- 
not be made in advance, and we calculated too low. That is the 
situation. I do want to call your attention to the fact that as this 
program continues the Government’s obligation rises, so while you 
are asking for $43,500,000 for the current year you have $69,100,000 
in next vear’s budget. 

Mr. Stusser. That is right. 

Mr. Puriuutrs. This is something that the committee should look 
at seriously as perhaps coming to an end one of these days. 

Mr. Jonas. This $43,500,000 is money that we appropriate out of 
the Treasury to make the annual contributions that come due during 
the fiscal year 1954? 

Mr. Keuuiy. That is right. 


NUMBER OF UNITS ELIGIBLE FOR ANNUAL CONTRIBUTION PAYMENTS 


Mr. Jonas. It involves our annual contributions for how many 
units? 

Mr. Stusser. 252,109 units will be eligible for contribution pay- 
ments in this fiscal year. 

Mr. Jonas. That is the total outstanding? 

Mr. Stusser. Yes. 

Mr. Jonas. Units? 

Mr. Stusser. Which have reached the point 

Mr. Jonas. Upon which we make the annual contributions? 

Mr. Stusser. Yes. 

Mr. Jonas. What percentage of the total is paid by the tenants? 

Mr. Stusser. The payments pay all of the operating expenses, 
such as the cost of collecting the rents, maintaining the buildings, 
and the payment of utilities, and they pay about 25 percent on an 
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Javerage, or 30 percent of the principal and interest on the capital 
indebtedness. 


Mr. Jonas. What will it amount to in 1954? We had a consider- 
able difference of opinion about that last year, did we not? We 
never could establish exactly in the hearings what those percentages 
amounted to. Do you have it tabulated now so that you can indicate 
the correct amount in the record? 

Mr. Stusser. Yes. The total principal and interest which will fall 


jdue on these projects in the fiscal year 1954 is $65,200,000, and 


$21,900,000 is available from rental revenues and other sources other 
than contributions, and——— 
Mr. Jonas. When that is established, then it necessarily follows 
that the difference is $43,500,000, allowing $200,000 for contingencies? 
Mr. Stusser. That is right. 
Mr. Jonas. For fiscal year 1954 that amounts to about 30 percent? 
Mr. Stusser. The contribution amounts to about 66 percent of the 


> total debt service. 


Mr. Puitiipes. We thank you very much, gentlemen. 


Maren 3, 1954. 
TAX COURT OF THE UNITED STATES 
SALARIES 


Mr. Puiturres. At the time of the hearing of the 1955 estimate for 
the Tax Court the committee will recall that we were put on notice 
that a supplemental estimate would be submitted during the last part 
of fiscal year 1954. Judge Kern pointed out that several new laws 
were enacted during the last session of the Congress—retirement ben- 
efits for judges, an increase in the subsistence allowance to be paid to 
judges from $10 to $15 per day, and costs of penalty mail—which 
have increased the budget of the Tax Court beyond what had been 
anticipated. A supplemental estimate for $25,000 is now before the 
committee in House Document No. 330, and unless a member has 
some question about it we will insert the statement in the estimate in 
the record together with the justification that has been submitted, 
but will not ask the judge to appear. 

(The information is as follows: ) 


Tue Tax Court or tHe UNITED Srates 
SALARIES AND EXPENSES 


For an additional amount for ‘‘Salaries and expenses,’’ $25,000. 

This proposed supplemental appropriation is required to meet increased costs 
of retired pay and payment for accumulated leave of judges of the Tax Court. 
Public Law 219, approved August 7, 1953, liberalized retirement benefits for 
judges and established a mandatory retirement age. Passage of this law has 
resulted in unanticipated retirements and payments for accumulated leave. 

On December 8, 1958, the Director of the Bureau of the Budget apportioned 
the foregoing appropriation on a basis which would indicate a necessity for a 
supplemental estimate. This action was reported to the President of the Senate 
and the Speaker of the House of Representatives in letters of the same date in 
accordance with the provisions of paragraph 2 of subsection (e) of section 3679 
of the Revised Statutes, as amended. 
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NARRATIVE JUSTIFICATION FOR SUPPLEMENTAL APPROPRIATION, 
FiscaL Year 1954 


EXPLANATION AND PURPOSE FOR SUPPLEMENTAL REQUEST 


As a result of the approval of Public Law 219, 222, and 286, enacted by +) 
83d Congress, the Tax Court will be required to ineur certain substantial objigg 
tions, provision for which was not included in the appropriated funds for the fises 
year 1954. The public laws referred to above were all enacted and approy 
subsequent to the approval of the Tax Court budget for the current fiscal yea 
accordingly, no opportunity was provided for their inclusion in the reguly 
appropriation request. 

‘he $970,000 appropriated to the court for the fiscal year 1954 is sufficient (| 
cover the budgeted program requirements established in the original estimates 
However, after careful analysis of all objects of expenditures and projected nee 


the necessary savings to offset all of the additional costs without drastie eurtai 
ment of its trial program. The ability of the court to absorb added costs is ver 


limited due to the conservative policy it has always followed in requesting 0»)! 
sufficient funds to meet proposed program requirements, relying on careful, ec 


until June 30, 1954, the court has determined that it will be impossible to 4 
nomical management to remain within its appropriation limitations. | 


EXPLANATION AND EFFECT OF PUBLIC LAWS 219, 222, AND 286 ON THE COURT BUDGY| 

Public Law 219 provides (1) for the retirement of the judges of the Tax Cour! 
who reach the age of 70 and have served as a judge 10 years or more and (2 
for pay for such retired judges which shall be paid by the court in the same manner 
as the salary of a judge. Also such retirements make necessary the liquidatio 
of accumulated annual leave, as provided in section 1, Public Law 102, approved) — 
July 2, 1953, and the Lump-Sum Leave Act of December 21, 1944. ; 

Under the provisions of Public Law 219, two judges of the court retired as o! 
December 1, 1953, and, accordingly, must receive retired pay authorized by tha: 
public law. As no provision was made for judges’ retired pay in the origins 
estimates for the fiscal year 1954, an additional appropriation of $25,000 is require 
to defray the cost of retired pay and the liquidation of leave for the curren' 
fiscal year. 

Public Law 222 provides for an increase in the subsistence allowance for Federal 
judges from $10 to $15 per day, including the judges of the United States Custom: | 
Court. Section 1102 (d) of the Internal Revenue Code provides that the judge: 
of the Tax Court shall receive ‘‘* * * expenses actually incurred for subsistenc: 
while traveling on duty away from their designated stations, subject to the same | : 


limitations in amounts as are now or may hereafter be applicable to the Unit: 
States Customs Court.” Accordingly, under this code provision, the increase 
subsistence allowance is applicable to the judges of the Tax Court. 

It is now estimated that an additional $5,075 will be necessary to cover the addi 
tional cost in this item; however, the Court will absorb the added cost and no addi. | 
tional funds are requested for this object. 

Public Law 286—requires the various Federal departments and agencies to | 
account for and reimburse to the United States Post Office Department the cost 
of all penalty mail and other mail services used during the fiscal year. 

The Court has disproportionate mailing expenses due to the necessity of using 14 
registered mail for service on parties as required by section 1113, Internal Revenue | : 
Code. The present estimate of the cost in 1954 for this item is $9,000; this cost) 7 
also will be absorbed. t@ 


STATEMENT OF NECESSITY FOR FUNDS IN THE CURRENT FISCAL YEAR 


The $25,000 requested in this supplemental estimate is necessary due to enact- 
ment of specified legislation by the 83d Congress subsequent to the approval of 
the Court’s budget for the current fiscal year. It should be noted that a total o/ 
$14,075 of the additional cost will be absorbed in the funds now available to tl. 
Court, and this represents the maximum amount obtainable from the funds now 
on hand without drastic curtailment of its trial program for the fiscal year. 
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ADJUSTMENT IN “PROGRAM AND PERFPORMANCH” STATEMENT 


The adjusted estimates of the Court, after absorbing the above stated $14,075, 
is now based on a trial program of 175 weeks. This should enable the Court to 
close approximately 6,300 cases in this fiscal vear, Assuming receipt of petitions 
does not exceed the present estimate of 6,000 there should be a reduetion of | 
percent in the backlog of pending cases as of June 30, 1954, for a new total of 
12,764. 

RBAPPORTIONMENT OF BXISTING FUNDS, FISCAL 1954 

On December 8, 19538, the Bureau of the Budget approved a reapportionment 
schedule which permitted the Court to meet the increased cost of operation until 
such time as this request could be presented to the Congress, 

Salaries and expenses: For necessary expenses, including contract stenographic 
reporting services and not to exeeed $45,000 for travel expenses, aid nga 
$995,000: Provided, That travel expenses of the judges shall be paid upon the 
written certificate of the judge. (26 U.S. C, 1100-1105, 1106 (dd), 
1117, 1118, 1120, 1121, 1180, 1181; 50 UL S.C. App. 1191 (e); Independent Offices 
Appropriation Act, 1954.) 


Appropriated 1954 $970, 000 
Revised estimate 1954 : 905, 000 


Amounts available for obligation 


Presently Revised 
aVallable | estimate 


Difference 


Appropriation or estimate $970, 000 | $005, 000 | $25, 000 
| | 


Obligations by activities 


Presently Revised | 
available estimate Difference 
Adjudication and administration $970, 000 $005, 000 #25, 000 


Obligations by objects 


Presently Revised esti 


Object classification Difference 


available mates 
Summary of Personal Services 

Total number of permanent positions. . 7 | 47 | 0 
Average number of all employees 138 | 148 0 
Ol Personal services $840, $00 $865, 800 | $25, 000 
15 Taxes and assessments ._... 400 | 400 | 0 
02 Travel... —_ i“ 40, 000 | 40, 000 0 
03 $Transportation of things | 1, 900 1, 900 0 
04 Communications x : 4, 500 4, 500 0 
Penalty Mail adsten 9, 000 9, 000 0 

05 Rents and utilities : 6, 300 6, 400 0 
06 Printing and reproduction . 16, 000 16, 000 0 
07 ~Other contractual services 30, 840 40, 840 0 
Services performed by other agencies 800 BOO) 0 

08 Supplies and materials. 11, 760 11,70 0 
> eee 7, 700 7, 700 0 
| 970, 000 905, 000 25, 000 
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Average salaries and grades 


Average salaries and grades (exclusive of judges): 
General schedule grades: 
Average salary 
Average grade 
Crafts, protective and custodial rharwrene 
Average grade. 


Actual, 1952 


by onjects 


Object classification 


01 Personal services 
Part-time and temporary positions: Temporary em- 
ployment 
Payments to be made to retired judges, pursuant to 
Public Law 219, 83d Cong 
Terminal leave payments resulting from 
retirement of judges 
Regular pay in excess of 52-week base... 
Payments above basic rates 
Total personal services. 
15 Taxes and assessments_. 
02 Travel 
03 Transportation of things 
04 Communications. 
Penalty mail. 
05 Rents and 
06 Printing and reproduction. 
07 Other contractual services 
Services performed by other agencies 
08 Supplies and materials_. 
09 .Equipment_. 


Obligations incurred ___- 


Actual, 1952 | Actual, 1953 


$761, 267 


1,746 


2,154 
481 


765, 648 
27, 145 
1, 039 

3, 833 


5, 496, 


858, 056 | 


Actual, 1953 


Revised est 
mate, 1954 


$4, 932 | 
GS8-7.3 
056. | $2, 
CPC-3.2 | CPC-3 


$800, 230 


1, 710 
835 | 


802, ‘775 


899, 097, 


Revised est; 
mates, 1054 


$837, 75 


Depart 
spe 

e 

Ge 


| $4, 813 | 
GS-41 
Stewed $2. 992 
CPO-3.2 
| 
| | 
| 15, 00 
| 
= | 10, 
| 2, 25 
865, 80) 
114 40 
28, 810 | 40, 00% 
} 1, 370 1, 
4, 135 4, 
9, 
= 5, 589 6, 
15, 13, 160 | 16, 0 
22, 130 24, 650 | 30, 84 
417 767 | si 
| 11,372 12, 285 | 11, 760 
7, 488 5, 442 | 7,70 
995,000 
Dedt 
Part 
po 
Pay! 
pu 
Terr 
ju 
Reg! 
Pay 
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Detail of personal services 


| Revised estimate, 


ised est | Actual, 1952 Actual, 1953 1954 
te, 1954 
Num- Total Num- Total Num Total 
ber salary {| ber | salary | ber salary 
Gs-7 Departmental | 
Special positions at rates equal to or in | | | 
$2, excess of $10,800: Judge 16 | $240,000) 16 | $240,000) 16 | $240,000 
CPC-3; General schedule grades | | | 
Grade 15. Range $10,800 to | 
$11,800: Attorney (special as- | } | } | 
sistant to chief judge) | | | 1 10, 800 
Grade MM. Range $9,600. to | | 
$10,600 
Administrative officer 9,600} 1 | | 9, 800 
sed est Attorney (commissioner) | | 2 19, 200 | Gant 28, 000 
PS, 1054 Clerk of the court | Bint 9, 600 | 9, 800 | 1 9, 800 
Grade 13. Range $8,360 to | } | 
$9,360: Attorney v 78, 640 | Q 78, 640 7 60, 520 
$837, 74 Grade 12. Range $7,040 to $8,040: | | 
Attorney 2 15, 080 | | 1 7, 240 
Reporter 1 7,040 | | | 
Grade 11. Range $5,940 to $6,940 | | 
15, 00 Attorney 4 | 6 | 35, 640 
Librarian 5, | 5, 40 | | 6, 140 
10, 00K Reporter | 5, 040 
2, 25 Grade 10. Range $5,500 to $6,250: oe! } | | | 
SO Fiscal and assistant budget * | | 
officer... 1 6,000; | 6,000} | 6, 125 
S65, Sir Chief Deputy Clerk 1 | 5, 625 
Hin Grade 9. Range $5,060 to $5,810: } | | | 
40, 01 Assistant law librarian... l 5, 060 1 | 5, 060 | 1 5, 185 
1, We Assistant reporter... | 1 5, 060 1 5, 060 
4, 50) Attorney. 30,360} 11 56,410} 46, 915 
9, Chief deputy elerk l 5, 185 1 5, 310 
6, 30K Head, General Services See- 
16, (WOK tion... 1 5, 185 1 5, 435 l 5, 560 
30, SA 5 Grade 8. Range $4,620 to $5, 370. 4 19, 605 4 20, 105 4 20, 605 
SOX Grade 7. Range $4,205 to $4,95! 32 143, 060 27 124, 160 29 135, 320 
11, 760 Grade 6. Range $3,795 to $4, 545 18 76, 560 22 04, 240 24 104, 055 
7, 70 Grade 5. Range $3,410 to $4,160 7 - 620 4 15, 390 5 19, 425 
a Grade 4. Range $3,175 to $3,455 7 545 l4 48, 130 15 52, 105 
195, 000 q Grade 3. Range $2,950 to $3 13 rt 790 v 20, 670 ll 36, 050 
: Grade 2. Range $2,750 to $3,230 3 9, 450 1 3,070 ) 5, 980 
Crafts, protective, and custodial 
grades: 
Grade 4. Range $2,750 to $3,230 l 3, 310 1 3, 390 1 3, 300 
Grade 3. Range $2,552 to $3,03: 4 11, 648 4 11, 888 4 11, 568 
Total permanent, Copesteneanes 134.0 798, 838 | 187.0 827,308 | 147.0 878, 7 748 
Deduct lapses..... 8.8 37, 571 4.5 27, 168 8.4 40, 998 
Net permanent, departmental (av- | 
erage number, net salary). 3 125. 2 761, 267 132. 5 | 800, 230 138. 6 837, 750 
Part-time and temporary positions: Tem- | 
Payments to be made to retired judges, 
pursuant to Public Law 219, 83d Cong... 15, 000 
Terminal-leave payments to retiring 
judges. . EP | 10, 000 
Regular pay in excess of 52-week base | 2, 154 weae 1,710 | eeeia | 2, 250 
Payments above basic rates_........... 481 | obs] 835 | 800 
Ol Personal | 765, 648 |-----+--| 902,776 |..... ..| 865, 800 
3 
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Monpay, Marcu 1, 1954, 
VETERANS’ ADMINISTRATION 


WITNESSES 


H. V. STIRLING, DEPUTY ADMINISTRATOR 

F. W. EELSEY, CONTROLLER 

J.D. BAKER, ACTING BUDGET OFFICER AND ASSISTANT CONTROL. 
LER 

G. H. BIRDSALL, ASSISTANT ADMINISTRATOR FOR LEGISLATION 

RALPH H. STONE, DEPUTY ADMINISTRATOR 

W. HOWARD, ACTING ASSISTANT DEPUTY ADMINISTRATOR FOR 
COMPENSATION AND PENSION 

A. H. MONK, ACTING CONTROLLER 

CHARLES G. BECK, DEPUTY ADMINISTRATOR 


COMPENSATION AND PENSIONS 


Mr. Puiurs. The committee will come to order, please. 

We have here representatives of the Veterans’ Administration to 
explain to us a request for a supplemental appropriation for the 
present fiscal year. 

We have our old friend, Mr. Stirling, the Deputy Administrator; 
and other familiar faces, Mr. Kelsey, the controller; Mr. Baker, the 
acting budget officer and assistant controller; Mr. Birdsall, Assistant 
Administrator for Legislation; Mr. Ralph H. Stone, Deputy Adminis- 
trator; Mr. Howard, Acting Assistant Deputy Administrator for 
Claims; Mr. A. H. Monk, acting controller; and Mr. Beck, Deputy 
Administrator for Insurance. 


The part of House Document No. 330 which applies to this request 
should go into the record. 
(The material referred to is as follows:) 


VETERANS’ ADMINISTRATION 


COMPENSATION AND PENSIONS 


For an additional amount for ““Compensation and pensions’’, $215 
million to remain available until expended. 


This appropriation provides for compensation, pension, and other allowances, 
including emergency officers’ retirement pay and annuities and funeral and burial 
expenses of deceased veterans. 

The 1954 estimate was in the amount of $2,500,000,000. The Congress pro- 
vided $2,246,291,000, the House committee stating in its report ‘‘The committee 
recognizes the fact that funds provided for this purpose are to meet a contractual 
obligation of the Federal Government. If an additional sum is required during 
the next fiscal year, the committee will recommend funds to meet the situation.” 
Experience to date indicates that the amount provided will be exhausted before 
the end of the fiscal year and additional funds are needed if veterans are not to 
be deprived of the benefits to which they are entitled by law. 

On August 24, 1953, the Director of the Bureau of the Budget apportioned the 
foregoing appropriation on a basis which would indicate a necessity for a supple- 
mental estimate. This action was reported to the President of the Senate and the 
Speaker of the House of Representatives in letters of the same date in accordance 
with the provisions of paragraph 2 of subsection (e) of section 3679 of the Revised 
Statutes, as amended, 
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SERVICEMEN’S INDEMNITIES 


For an additional amount for ‘‘Servicemen’s indemnities’’, $7 
million to remain available until expended. 

The Servicemen’s Indemnity Act of 1951 provides that beneficiaries of service- 
men who die while on active service, or within a period of 120 days after separation 
from active service, are entitled to receive an indemnity in the amount of $10,000 
less any national service life insurance and/or United States Government life 
insurance carried by the deceased. Payments are made to the beneficiaries in 
120 equal installments. 

The amount originally estimated to be needed under this appropriation was 
somewhat less than that now believed to be necessary for routine death claims; 
this is due to the impossibility of predicting with certainty the amount of benefits 
which would be payable. In addition, a substantial amount will be needed to 
meet the costs of claims arising from recent Department of Defense action in 
declaring to be dead several thousand men who previously have been reported as 
missing in action. It is expected that similar action will be taken in another 
several thousand cases before June 30), 1954. Unless additional funds are made 
available, eligible claimants cannot be paid in the late months of the fiscal year. 

On September 18, 1953, the Director of the Bureau of the Budget apportioned 
the foregoing appropriation on a basis which would indicate a necessity for a 
supplemental estimate. This action was reported to the President of the Senate 
aud the Speaker of the House of Representatives in letters of the same date in 
accordance with the provisions of paragraph 2 of subsection (e) of section 3679 of 
the Revised Statutes, as amended. 


AMOUNT OF REQUEST 


Mr. Puiuutrs. The request is for $215 million additional money for 
compensation and pensions, and $7 million additional money for serv- 
icemen’s indemnities for the year in which we are now operating. 

Mr. Stirling, do you want to make a general statement? 


Mr. Srrrure. I have a very short statement to make. 
Mr. Puruuirs. You may proceed. 


GENERAL STATEMENT 


Mr. Strruwna. Mr. Chairman and gentlemen of the committee, we 
are appearing before you today to explain the need for a supplemental 
appropriation totaling $222 million, which is comprised of $215 million 
for compensation and pensions and $7 million for servicemen’s in- 
demnities. 

The amount appropriated for fiscal year 1954 was $2,246,291,000, 
which with the balance of $24,431,479 available from the prior year, 
made a total of $2,270,722,479 available for the current year for com- 
pensation and pensions. 

The obligation rate now being experienced indicates that the addi- 
tional funds now requested are necessary to meet current year pay- 
ments from this appropriation. Obligations incurred through Janu- 
ary 31, 1954, amount to $1,440,589,810, leaving only $830,132,669 
available for the balance of 5 months in the fiscal year, whereas the 
requirements for this latter period are expected to amount to 
$1,045,132,669. 
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SERVICEMEN’S INDEMNITIES, $7 MILLION 


Appropriation requirements under this title, at the time the original 
estimates for the fiscal year 1954 were prepared, did not include con. 
sideration of the potential amounts required for Armed Forces per. 
sonnel who were missing in action in Korea. Since the date of th 
original estimate, the Department of Defense has officially declared 
dead some 3,600 persons who were formerly carried as missing iy 
action and it is expected that additional persons will be so declared 
prior to the end of this fiscal year. In addition, the normal number of 
claims, other than the missing-in-action cases, is expected to increase 
our fund requirements. 

The amount appropriated for fiscal year 1954 was $18 million 
which with the balance of $90,903 available from the prior year, made 
a total of $18,090,903 available for the current year. 

Obligations incurred through January 31, 1954, amount to 
$11,366,273. Estimated requirements for the balance of 5 months are 
$13,724,630, whereas only $6,724,630 is available. 

In support of this general statement a detailed explanation and 
justification of each of the above items is being furnished your com- 
mittee. We will be glad to furnish you with any further information 
you may desire regarding this request. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Puiturres. Thank you, Mr. Stirling. 

The justification has with it a very comprehensive and interesting 
breakdown of the categories of expenditures for compensation and 
pensions, and also a breakdown of servicemen’s indemnities. They 
will be included in the record. 

(The justifications referred to follow:) 


CoMPENSATION AND Pernsions, VA, SuppLeMENTAL ReEQuest, $215,000,000 


Additional funds in the amount of $215 million will be required for the payment 
of compensation and pensions during the fiscal year 1954, 

Of the total of $2,270,722,479 which was available for obligation during fiscal 
year 1954, $1,033,609,568 was expended during the first 5 months, leaving a balance 
of $1,237,112,911 available for the last 7 months. 

Requirements for the last 7 months have been recomputed on the basis of trends 
indicated by expenditures by category for the first 5 months, resulting in a revised 
estimated requirement of $2,485,722,479, which is $215 million in excess of avail- 
able funds. 

Actual expenditures by category for the first 5 months and estimated require- 
ments for the last 7 months are as follows: 


Compensation and pensions, fiscal year 1954—Obligations by categories, actual Ist 5 
months, estimated last 7 months 


Last 7 Fiscal year 
Ist 5 months, months, 1954, total 
total (actual) total (revised 

(estimated) estimate) 
Yellow fever expenditures... $625 75 $1, 500 
1, 960 2, 960 4, 920 
346, 402 432, 110 778, 512 
1, 772, 763 2, 274, 501 4, 047, 264 


dincdinwivemscanstasaeuginenent 36, 997, 998 49, 745, 442 86, 743, 440 
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Compensation and pensions, fiscal year 1954—Obligations by categories, actual Ist 5 


months, estimated last 7 montes—Continued 


| First 5 months, 


Last 7 months, Fiscal year 1944, 
t 


| otal total (revised 
total (actual) (estimated) estimated) 
Spanish American War (deceased) $31, 148, 750 $53, 217, 648 
Regular Establishment (living) 26, 289, 220 43, 813, 539 
Regular Establishment (deceased) 9, O47, 118 | 16, 459, 459 


334, 028, 442 


World War 1 (living) } 
128, 703, 408 | 217, 037, 028 
| 
| 
| 


World War I (deceased) 
World War II (living) 
World War IT (deceased) 
Public Law 28 (living) 


72, 504 
187, 621, O81 

2 | 57, 076, 836 
| 


Public Law 28 (deceased) 16, 993, 038 28, 220, 460 
Emergency officers retired pay 2. 311, 580 | 4, 034, 880 
ubsistence Public Laws 16 and 804 18, 683, O84 31, 316, 700 
Adjusted service and dependents’ pay a | } 6, 040 | 9, 378 
Potal 1, 027, 190, 284 | 1, 458, 532,195 | 2, 485, 722, 479 

| 


SERVICEMEN’s INDEMNITIES, $7 MILLION 


The Servicemen’s Indemnity Act of 1951 provides automatic indemnity cover- 
age to all members of the Armed Forces during their active-duty status, and for 
an additional period of 120 days after discharge from active duty, in the amount 
of $10,000, less the aggregate of national service life insurance and/or United 
States Government life insurance carried by individuals. Benefits are payable 
to beneficiaries at the rate of $9.29 per $1,000 of the amount of indemnity cover- 
age. The due date of the first payment is the date of death. Payments continue 
for a period of 120 months. 

This supplementai estimate provides funds for Armed Forces personnel who 
were missing in action in Korea and who officially have been or probably will 
be declared dead by the Department of Defense. To date some 3,600 cases of 
persons, who were formerly carried as missing in action and who now officially 
are declared dead, have been received from the Department of Defense. In 
addition, there are about 1,975 who have been missing for a period of less than 
1 year so that no declaration can as yet be made. 

A study of a substantial sample of the 3,600 declared dead indicates that 72 
percent were insured for a full $10,000 under national service life insurance of 
United States Government life insurance, 18 percent were partially insured under 
one of these funds for an average of $4,500, and the remaining 10 percent carried 
no insurance in either fund. Applying these results together with average dates 
of death to the 3,600 dead we have 648 on which an average award of $5,500 is 
now to be made from the servicemen’s indemnity appropriation and 360 on which 
the award will be $10,000 for a total of $7,164,000 on 1,008 deaths. Through 
June 30, 1954, there will be on an average 34 monthly installments payable on 
each such death at the rate of $9.29 per $1,000 awarded. The total amount to 
be paid therefore will be $7,164 times $9.29 times 34, or $2,262,821. 

Assuming that of the 1,975 still missing and expected to be declared dead 
before the close of fiscal year 1954, claims will be adjudicated for 1,225 who died 
on an average in April 1953 and since they are likely to be persons who carried 
no Government insurance at all the cost of the payments on account of these 
1,225 will be 15 by $92.90 by 1,225, or $1,707,037. 

The total paid out from the servicemen’s indemnity appropriation in the first 
6 months of fiscal year 1954 was $9,509,137. Regular monthly installments on 
claims awarded through November 30, 1953, for the remainder of the fiscal year 
will be $8,075,416. Normal claims awarded (other than the missing-in-action 
cases) will number about 3,500 for the remainder of the fiscal year and based 
upon experience to date 11.5 installments at an average rate of $87.86 each will 
be paid on each of these claims. Thus, the cost of the normal awards yet to be 
made will be $3,536,365. 
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The total cost of the Servicemen’s Indemnity Act in 1954 is then: 


Declared dead prior to Dec. 31, 1953_......-..........---....... $2, 262, 821 
Declared dead Jan. 1—-June 30, 1954._.............-...-.----_-_- 1, 707, 037 
Installments on claims awarded prior to Nov. 30, 1953__........-- 8, 075, 416 
New cases Dec. 1, 1953, to June 30, 1954..................--.._- 3, 536, 365 


SERVICEMEN’S INDEMNITIES 


Mr. Purtutrs. The only question I have regarding the servicemen’s 
indemnities is, Did we not increase your request in the current budget 
over the original estimate; that is, the estimate of 18 months ago or 
so was low and did we not increase that? 

Mr. Krusey. That is right, from an original request of $14,604,000 
to $18 million. 

Mr. Putuures. We have to go still higher than that? 

Mr. Keusry. Yes. 

Mr. Putturrs. The committee’s attitude at the time was that it 
was something that would be very difficult to figure so far in advance. 
I have only one question: What is the situation going to be for next 
year? What is the request in the budget for next year? 

a Brcx. The estimates we discussed here the other day were $30 
million. 

Mr. Purturres. Compared to how much for 1954? 

Mr. Beck. For 1954, with this supplemental, it will be a total of 
$25 million. 

Mr. $25,090,776? 

Mr. Beck. Yes, sir. 

Mr. Puriuirs. That will go to $30 million, you think, in 1955? 

Mr. Beck. I would not be surprised if the $30 million might require 
a supplemental, but I am not prepared to say so at this time. 

Mr. Puiturs. The committee understands on both these items it 
is not a question of how much money we appropriate. These are 
obligations and we just finance them for you. 


COMPENSATION AND PENSIONS 


On the item “Compensation and pensions,’’ in last year’s hearings the 
General Accounting Office presented a memorandum on the desira- 
bility of a complete analysis of this field of compensation and pensions, 
and perhaps recommend legislative action, or make a legislative anal- 
ysis, of whether this is supposed to be compensation for disabilities 
which prevent a man from earning that proportion of his living. 
That may be academic, but the important question they raised was 
whether there were not many cases in the list that were getting more 
compensation than the law actually justified or the necessity justified. 
The only thing we did last year was to suggest that you might recog- 
nize the situation and investigate it, and I imagine you have not had 
an opportunity to do so. 
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The General Accounting Office continued the investigation, conduct- 
ing an investigation in a sample area, which indicated that there was 


® at least enough deviation from the proper figures both up and down— 


that is, some veterans had not been getting enough under the law or 
the administration of the law, and some had been getting too much 
under the law or administration of the law—to suggest to the com- 
mittee very firmly this is an area in which we hope before another year 
comes around the Veterans’ Administration itself will have conducted 
a thorough investigation. The General Accounting Office suggested 
the possibility of saving $80 million a year in the proper administra- 
tion of the law as a result of a complete investigation. That may 
be high, but I think the committee may take cognizance of it in making 
up the budget for next year. 


COST OF REVIEW O} PROGRAM 


Mr. Stong. Since we have had that report from the General 
Accounting Office we have been making a thorough study and in- 
vestigation of how a review can be made, how we can go about this. 
It is a terribly big program. The estimate of the cost of it, without 
physical examinations, runs from $17 million to $20 million. We 
have prepared for the Administrator quite a good, thorough, and 
complete study on how to do it and what to do, but we will naturally 
have to go before the Bureau of the Budget to consider it further. 
We are planning on making individual reviews, spot checks, and so 
forth, but it would require 900 people about 3% years to make a com- 
plete review of all the claim folders, and if we go into physical exami- 
nations requiring them all to come in for another physical examina- 
tion to find out just their condition, that will be in addition to the 
$17 million cost. The medical people consider that a complete physi- 
cal examination of a man runs in the neighborhood of $40 each. 

Mr. Patuures. I think that is rather more comprehensive than 
either the General Accounting Office or the committee had in mind 
at the moment. We would want a sampling investigation made first. 

Mr. Strong. That is right. 

Mr. Puituirs. But it is significant that just by looking at the 
papers, at the files, the General Accounting Office came up with that 
number of items which were not in accord with the law or regulations 
or proper administration of them, and that is a curious thing. I do 
not have the report before me. 

Mr. Srong. $21,000 over and $6,000 under were the rough figures 
on a 5 percent basis, which if applied to the total rolls would represent 
a tremendous amount. 

Mr. Puruuips. Mr. Stirling has given me the report. I quote: 


These errors result in overpayments of about $21,460 and underpayments of 
about $6,600. 


Apparently they were agreed to as being accurate. 
TRANSFER OF FUNDS 


There was language in the Second Independent Offices Appropria- 
tion Act for this year authorizing the transfer up to 5 percent between 
these budget funds. Did you make any transfers of that kind, and 
will there be a surplus in any of the funds? 
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Mr. Baker. It is estimated there will be a surplus of about $200 
million in “Readjustment benefits,” and that has been taken into 
consideration in our request for 1955 for that item. 

Mr. Puiturrs. Is it better to do that than transfer it over here? 

Mr. Baker. The amount of transfer we can make is limited to 5 
percent of the amount appropriated to the account from which the 
transfer is made, and that is not sufficient to cover the additional 
funds requested in this supplemental. 

Mr. Anprews. How did we miscalculate the amount needed for 
1954 by that much? 

Mr. Puiturrs. We took off $300 million in order to prod the Vet- 
erans’ Administration into a reinvestigation of this whole field, and 
we knew at the time we had taken off too much. As I look at it, we 
saved $85 million this fiscal year. 

Mr. Yares. Will this take care of all the needs of this program 
remaining for the present fiscal year? 

Mr. Stiruinc. We think so. 


VETERANS SUBJECT TO REEXAMINATION 


Mr. ANpREws. Once a man establishes 100 percent disability, is he 
subject to reexamination? 

Mr. Strruina. Yes, sir. 

Mr. Puiturps. At a definite time, is it not? 

Mr. Stonz. Mr. Howard can answer that. 

Mr. Howarp. When we rate a man totally disabled and we think 
his condition is going to improve, we schedule him for an examina- 
tion in 24 aad, my and another examination, if we still think he is 
going to improve, in about 3 years. 

Mr. Anprews. Is the second examination the final one? 

Mr. Howanrp. If his condition has not changed, if it remains static, 
we do not order another examination. 

Mr. Yates. I received a telegram on Friday from Dr. Rubinelli, 
one of the officers of the American Legion, saying that he had heard 
disabled veterans were threatened with a budget cut of some kind. 

Do you know anything about it? 

Mr. Strirurne. I do not. 

Mr. Yates. Has there been a cut of any kind in the budget for dis- 
abled veterans? 

Mr. Stiruinc. Not that I know of. 

Mr. Yates. None at all? 

Mr. Howarp. No, sir. 

Mr. Yates. Mr. Sterling, I wonder whether you could provide for 
the record in the hearing on your request for funds for the fiscal year 
1955 the number of dismissals that took place in the Veterans’ Admin- 
istration under Executive Order 10450? 

Mr. Srretinc. We do not have a breakdown. 

Mr. Yares. Do you have a breakdown of the number found to be 
members of the Communist Party? 

Mr. Stirurna. I do not think so. We do not have those records. 

Mr. Yates. Who would have them? 

Mr. Strruinc. The regional offices and the hospitals have the 

records. 
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Mr. Yates. Every other agency has them. 

Mr. StrruinGc. We will do everything in our power to provide it. 

Mr. Yates. We would like to have the figures showing a breakdown 
of dismissals of those who were dismissed for being members of the 
Communist Party, if any, and those dismissed for loyalty reasons, 

Mr. Strruina. Yes, sir. 

Mr. Paiuuirs. Thank you very much, gentlemen. 


SUBCOMMITTEE ON CIVIL FUNCTIONS AND MILITARY 
CONSTRUCTION 


GLENN R. DAVIS, Wisconsin, Chairman 
T. MILLET HAND, New Jersey CLARENCE CANNON, Missouri 
ELFORD A. CEDERBERG, Michi- LOUIS C. RABAUT, Michigan 
gan JOHN J. RILEY, South Carolina 
JOHN TABER, New York 
Tuurspay, Marcu 4, 1954. 


UNITED STATES SECTION, ST. LAWRENCE RIVER JOINT 
BOARD OF ENGINEERS 


WITNESSES 


MAJ. GEN. BERNARD L. ROBINSON, DEPUTY CHIEF OF ENGINEERS 
FOR CONSTRUCTION at 

FRANCIS L. ADAMS, CHIEF, BUREAU OF POWER, FEDERAL POWER 
COMMISSION 


Mr. Davis. The subcommittee has met this morning to Vonsider a 
supplemental request for appropriations in the amount of $245,000 
for the United States Section, St. Lawrence River Joint Board of 
Engineers. We have with us Major General Robinson, Deputy 
Chief of Engineers for Construction, and Mr. Francis Adams, of the 
Federal Power Commission. We will be happy to have you explain 
the basis of this request, if you will, General Robinson. 

General Rosrnson. Thank you, Mr. Chairman. We appreciate 
the opportunity to appear before you. I have here a prepared state- 
ment that I would like to read, if I may. If members wish to ask me 
questions before or during the reading, Mr. Adams and I will try to 
answer them. 

Mr. Davis. We will be happy to have you proceed in that manner, 
I think it will be well if we insert just prior to your presentation the 
portions of pages 11 and 12 of House Document 330, to which your 
comments will refer. 

(The material referred to is as follows:) 


UNITED STATES SECTION, ST. LAWRENCE RIVER JOINT BOARD OF ENGINEERS 


For necessary expenses of the United States Section of the St. Law- 
rence River Joint Board of Engineers, established by Exrecutive Order 
10500, dated November 4, 1953, including purchase (not to exceed two) 
and hire of passenger motor vehicles; and services as authorized by 
section 15 of the Act of August 2, 1946 (5 U. 8. C. 56a), at rates not to 
exceed $100 per day for individuals; $245,000, to remain available 
until June 30, 1955. Provided, That, subject to the procedures pre- 
scribed by section 505 of the Classification Act of 1949, but without 
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regard to the numerical limitations contained therein, one position 
under the United States section of said Joint Board of Engineers may 
hereafter be placed in grade GS-16 in the General Schedule established 
by that Act. 


This proposed supplemental appropriation is to cover necessary expenses of 
the United States Section of the St. Lawrence River Joint Board of Engineers, 
established by Executive Order 10500. The order also designated the Power 
Authority of the State of New York as the United States entity to construct, 
jointly with the Hydro-Electrie Power Commission of Ontario, the power works 
in the International Rapids section of the St. Lawrence River. On July 15, 1953, 
the Federal Power Commission issued a license which was formally accepted by 
the power authority on November 3, 1953. The duties of the United States Section 
include the review, coordination, and, in conjunction with the Canadian Section, 
approval of plans and specifications and work programs for the power 
works as well as supervision of operations to assure that construction is in accord- 
ance with approved plans and specifications. 

Work on preparation of up-to-date basic plans for the power development has 
recently been inaugurated and is now being pushed by the construction agencies. 
This has necessitated the prompt activiation of the United States and Canadian 
Sections in order not to impede the planning schedule now in force. Because of 
the responsibility to be imposed on the United States Section in acting for the 
United States on this matter a highly competent technical staff to be headed by 
an engineer of grade GS-16 rating is warranted. 

It is expected that the Joint Board will be active for a period of about 6 years 
during the construction of the power works. 

Initiation of this work is not dependent upon the enactment of pending legisla- 
tion relating to the St. Lawrence seaway. 


GENERAL STATEMENT 


General Ropinson. Thank you, sir. Mr. Adams and I appear 
before you in connection with the item of funds in the amount of 
$245,000 for the United States Section of the St. Lawrence River 
Joint Board of Engineers appearing below the heading, “Department 
of Defense —Civil Functions,” pages 11 and 12 of House Document 
330, 83d Congress, containing proposed supplemental appropriations 
deemed necessary by the President for the fiscal year 1954. 

After 30 years of engineering, economic, and legislative considera- 
tion, development of the International Rapids section of the St. 
Lawrence River is on the verge of becoming a reality. While the 
physical plan of development basically has not been altered in recent 
years, the manner in which it is to be accomplished, as well as the 
agencies to construct and operate the new facilities, has been materially 
changed. 

Under the proposed treaty with Canada of 1932 and the executive 
agreement of 1941, this section of the river was to be developed and 
modernized under a dual-purpose plan generally described as the 
“controlled single-stage project, 238-242.’ Construction was to be 
accomplished jointly by the United States and Canada as one ele- 
ment of an overall Great Lakes-St. Lawrence project, Duluth to 
Montreal. Now, however, the development of the International 
Rapids section to utilize the vast hydroelectric power potential there 
is to be accomplished at the State-Provincial level by the Power 
Authority of the State of New York and the Hydro-Electric Power 
Commission of Ontario. Only the navigation phase is to be built at 
the Federal or Dominion level. 

Principal actions leading to this arrangement for the power project 
may be summarized as follows: 

(1) On June 30, 1952, within a matter of days after the vote in the 

Senate recommitting for further study the then pending bill for con- 


structi 
the G 
and 
missio 
Wate! 
devele 
be de: 

(2) 


Comr 


was ( 
Ontal 

(3) 
to the 
locate 
accep 
of the 


(4 
ordel 
the ¢ 
opm 
of th 
respi 
sion 
Gov 

T 
Stev 
Kuy 
altel 
desi 
befs 

$24. 
the 
tion 
and 
bac 
an 
jud 


|_| 
Cour 
Febr 
| whic! 
I 
the 
En 
sec 
Bo: 
ord 
Oc 
the 
wo 
of 
in 


105 


struction of the overall Duluth to Montreal project mentioned above, 


' the Governments of the United States and Canada filed concurrent 


and complementary applications with the International Joint Com- 
mission for an order of approval, under the provisions of the Boundary 
Waters Treaty of January 11, 1909, for the construction of power 
development works in the International Rapids section by entities to 
be designated in the two countries. 

(2) An order of approval was issued by the International Joint 


_ Commission on October 29, 1952. In that order the Canadian entity 


was designated, namely, the Hydro-electric Power Commission of 
Ontario. 

(3) On July 15, 1953, the Federal Power Commission issued a license 
to the power authority to build that portion of the power-phase works 
located within the confines of the United States. That license was 
accepted by the power authority on November 3, 1953, and the validity 
of the license was upheld by a unanimous decision of the United States 
Court of Appeals on January 29, 1954. Rehearing was denied on 
February 15 and 19, and litigants have 90 days from those dates in 
which to appeal to the Supreme Court. 

(4) On November 4, 1953, the President issued an Executive 
order designating the power authority for the State of New York as 
the entity in the United States for the construction of the power devel- 
opment facilities. That same order created the United States Section 
of the St. Lawrence River Joint Board of Engineers, with duties and 
responsibilities to be mentioned later in this statement. Creation of 
the Joint Board was also embodied in the International Joint Commis- 
sion’s Order of Approval, pursuant to proposals advanced by the two 
Governments in their applications of June 30, 1952. 

The Executive order designated the Secretary of the Army, Mr. 
Stevens, and the Chairman of the Federal Power Commission, Mr. 
Kuykendall, as members, and granted them authority to designate 
alternates to act for them. Mr. Adams and I were subsequently 
designated as alternates by our respective superiors, and we appear 
before you today with their approval. 

The duties of the United States Section, and justification for the 
$245,000 appropriation requested, are set forth in the statement of 
the Bureau of the Budget published in Document 330 and in the addi- 
tional justification papers more recently furnished you. Mr. Adams 
and I have felt, however, that this committee may desire a fuller 
background explanation. The remainder of this statement contains 
an elucidation, which we trust will be helpful to the committee in 
judging the propriety of the appropriation sought. 

Executive Order No. 10,500, dated November 4, 1953, established 
the United States Section of the St. Lawrence River Joint Board of 
Engineers. The Executive order directed that the United States 
section represent the Government of the United States on the Joint 
Board of Engineers in the performance of duties, as specified in the 
order of approval issued by the International Joint Commission on 
October 29, 1952. These duties are to review, coordinate, and approve 
the plans and specifications and the programs of construction for the 
works for development of power in the International Rapids section 
of the St. Lawrence River, and to assure the construction of the works 
in accordance therewith as approved. 
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Compliance with the Executive order requires that the United 
States Section employ a small staff of highly qualified engineers to 
perform the technical review and coordination of design, plans, 
specifications, and construction programs and the general inspection 
of construction to assure conformance with The 
project design and construction program will extend over a period of 
about 6 years and will involve a total expenditure of about $600 
million by the 2 construction agencies, the State of New York Power 
Authority and the Hydro-Electric Power Commission of Ontario. 
The project works extend for some 46 miles along the International 
Rapids Section of the St. Lawrence River, and comprise a large 
number of complex features, including 2 major dams, twin power- 
houses with total capacity of 2,200,000 horsepower, many miles of 
earth dikes and major channel excavations, modifications to existing 
navigation works and provisions for curreat or future construction of 
additional navigation facilities as would be required by the seaway 
project, extensive land acquisition, relocation of many miles of high- 
ways and railroads and relocation or rehabilitation of several com- 
munities and numerous other existing facilities. 

Problems involved in the planning and construction of these works, 
which constitute one of the largest programs of its kind ever under- 
taken as a single project, encompass all fields of engineering practice 

ertaining to river improvements. These include the major fields of 
ivydraulics and hydroelectric power, structural, soils and 
foundations, civil, mechanical, electrical and construction engineering. 
Experts in all of these fields, of unquestionable competence based on 
specific education and years of practical experience on similar work, 
must be available to perform the technical functions of the Board. 
They must be equal or superior in competence to the corresponding top 
engineering specialists of the construction agencies, upon whose pro- 
fessional work they will bear the responsibility of technical review 
and approval. Each engineer will have full individual technical 
responsibility for all work in his special field. They must be employed 
full time to keep pace with the development of design, which will be 
carried on continuously by the large engineering staffs of the construc- 
tion agencies; to review carefully and thoroughly, but without delaying 
project progress, all design reports, plans, specifications and construc- 
tion programs submitted for United States Section approval; and to 
maintain continuing, day-by-day general inspection of construction to 
insure that it conforms with approvals granted by the Board. 

The United States Section staff of engineering specialists must be 
headed by a chief engineer of broad experience in major projects 
design and construction, fully qualified to administer, direct, super- 
vise, and coordinate the functions of the entire staff. He will be 
responsible for establishing and maintaining continuing working rela- 
tions with the engineering staff of the Canadian Section, Joint Board, 
and the engineers of the Power Authority of the State of New York, 
and for coordinating all technical aspects of United States Section 
functions with the several agencies involved in both countries. He 
will report directly to the United States Section Board members or 
their alternates and will be responsible for recommendations to them 
on all engineering matters. A deputy chief engineer is necessary to 
assist the chief engineer in the regular discharge of his duties and to 
act for him, with full authority, in the absence of the chief engineer. 
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His qualifications, therefore, must be similar to those of the chief 
engineer, 

A minimum of administrative personnel is proposed for the staff, 
since it is planned, in the interest of economy and minimum personnel 
requirements, to arrange for such services to be furnished bw the 
Buifalo District of the Corps of Engineers on a cost reimbursable 
basis. However, it will be essential to have one well-qualified admin 
istrative assistant, experienced in management of Government office 
procurement, supply, property, personnel, and accounting procedures, 
to handle matters necessary for local performance, to maintain eon 
tinuous haison with the supporting office on all administrative busi 
ness of the staff, and to advise and assist the chief engineer of the 
staff on all administrative matters 

The Executive order authorizes the Department of the Army and 
the Federal Power Commission to furnish such assistanee, inoludine 
facilities, supplies and personnel, to the United Stator section as may 
be consonant with law and necessary for the purpose of effeetuating 
the order. The United States section will avail itself fully of this 
authoritv: As presently planned and already tentatively arranged for, 
all engineers for the United States section staff will be drafted from 
personnel presently emploved by the two agencies referred to; in addi 
tion, administrative support and most——-probably all consulting 
ice, as needed and available, will be obtained from the two avencies 
However, the scope and volume of the personnel services and attendant 
costs involved in the accomplishment of the United States section 
duties are not provided for by regular appropriations of the two agen 
cies, ‘The estimated total coat of United States seetion operations for 
the balance of fiscal year 1954 and for fiseal vear 1955, 1s $245,000 
Present budgets of the Federal Power Commission and the Corps of 
Kngineers are the very minimum necessary for accomplishing their 
essential functions and authorized programs during this period, 
Those budgets contain no allowance for, and do not inelude any reserve 
properly applicable to, the functions of the United States section, 
Joint Board of Engineers. The United States Seetion Board funetion 
is an entirely new and independent enterprise of the Government and 
should be provided with its own funds if it is to fulfill in a business-like 
manner the mission directed by the Executive order 

The Joint Board operations will necessarily continue throughout 
the projeet design and construction period, presently estimated at 
about 6 years. Accordingly, it is expeeted at this time that annual 
budget requests for the United States Seetion, in addition to the 
present one to carry through fiseal year 1955, will be made im the 
future for fiseal years 1956 through 1960, inclusive. Detailed plan 
ning and design by the construction agencies will be at a maximum 
rate during the first 3 years, and the maximum construction rates can 
be expected to extend from the second to sixth years, meclusive 
the Board duties and responsibilities are equally imvelved im beth 
design and construction, it will be necessary for the United States 
Section staff to continue at substantially full strength throughout the 
design and construction period. Accordingly, the future annual 
budget requests are expected to be approximately the same as the 
estimate for fiscal year 1955, meluded in the present budget request 
of $211,000. As a matter of convenience, it is proposed that the 
future budget requests will be processed along with the Chief of 
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Engineers’ regular civil works budgets; it will be clearly indicated 
all times, however, that the United States Section, Joint Board o/ 
Engineers, budget is not a part of either the Corps of Engineers 
civil works budget nor the Federal Power Commission budget. 


DUTIES AND OPERATION OF JOINT BOARD 


At this point we would like to file with you a statement on duties 
and operation of the Board jointly agreed upon by the United States 
and Canadian sections at a meeting in Ottawa, March 1, 1954. That 
statement conveys the full accord of both sections of the Board on 
interpretation of its assignment and on method of operation, We 
may add that the Canadian section contemplates a staff comparable 
in caliber and number to that planned by the United States section 

This closes our prepared statement. Mr. Adams and I will be 
pleased to try to answer whatever questions you may have. 

Mr. Davis. We will insert the copy of the statement on the duties 
and operation of the Board in the record at this point. 

(The material referred to is as follows:) 


Ortawa, OnTaRIO, March 1, 1954. 
Sr, Lawrence River Joint Boarp or ENGINEERS 
DUTIES AND OPERATION 


1, Preamble.—The four-man Joint Board was created by the following actions 
Applications of the Governments of Canada and the United States to the Inter- 
national Joint Commission dated June 30, 1952, concerning power development 
in the International Rapids Section, St. Lawrence River; order of approval 
issued by the International Joint Commission on October 29, 1952; and agree- 
ment of the two Governments by exchange of notes November 12, 1953. The 
United States Section of the Joint Board was established by Executive order 
issued November 4, 1953. The Canadian Section of the Joint Board was estab- 
lished by Order-in-Council dated November 10, 1953. Membership of the 
Joint Board follows: 

CANADIAN SECTION 
Members: 
Hon. Lionel Chevrier, Minister of Transport 
Mr. R. A. C. Henry, consulting engineer 
Alternates: 
Brigadier Maurice Archer, Vice Chairman, National Harbours Board, Ottawa 
Mr. M. V. Sauer, consulting engineer, Montreal 


UNITED STATES SECTION 
Members: 
Hon. Robert T. Stevens, Secretary of the Army 
Hon. Jerome K. Kuykendall, Chairman, Federal Power Commission 
Alternates: 
Maj. Gen. B. L. Robinson, Deputy Chief of Engineers for Construction, 
Corps of Engineers, United States Army, Washington 
Mr. Francis L. Adams, Chief, Bureau of Power, Federal Power Commission, 
Washington 
2. General duties of Board.—As outlined in the aforementioned documents the 
Board’s duties are (a) to review, coordinate, and approve, in behalf of both 
Governments, the plans, specifications, and construction schedules for the power 
works in the International Rapids section to be filed for clearance by the joint 
builders, namely the Hydro-Electric Power Commission of Ontario and the 
Power Authority of the State of New York, pursuant to the applications of the two 
Governments to the International Joint Commission, of June 30, 1952, and the 
Commission’s order of egpsavel dated October 29, 1952, with particular reference 
to paragraphs (b), (c), (d), of such order, and to assure that the construction is in 
accordance with the approval given in behalf of the Governments as well as that 


by the 
nation 
within 
discha 
Rapid 
progr 
provis 
consit 
(a) 
provis 
Rapic 
(b) 
the ri 
of po 
(c) 
so far 
River 
Ontal 
is ma 
durin 
(d) 
heren 
const 
limit 
(a) 
deve! 


be 

8. 
eng 
thre 
dev 
and 


mee 


|| 
j 
(b) 
and | 
(c) 
to th 
(d 
the ¢ 
inspe 
give! 
(f 
intl 
and 
pria 
6. 
and 
with 
deta 
the 
Boa 
7. 
A 
I 


d at 
d of 
POTS 


Ns; 
ter- 
ent 
Val 
Che 
der 
ab- 
the 


wa 


by the International Joint Commission; (b) to consult with and keep the Inter- 
national St. Lawrence River Board of Control currently informed on all matters 
within the responsibilities of the joint board that pertain to water levels of and 
discharge of water from Lake Ontario and the flow of water in the International 
Rapids section; (c) to keep the respective Governments currently informed of the 
progress of construction by reports. 

3. In the accomplishment of this assignment the Board will be governed by the 
provisions contained in the aforementioned documents, Among the dominant 
considerations are to— 

(a) Assure that, the design and construction of the power works make adequate 
provisions for the needs of present and future navigation on the International 
Rapids section, St. Lawrence River, and above and below. 

(b) Assure that the works shall be so designed and constructed as to safeguard 
the rights of all interests of others engaged, or to be engaged, in the development 
of power in the St. Lawrence River below the International Rapids section. 

(c) Assure that the works shall be so designed and constructed as to safeguard 
so far as possible the rights of all interests affected by the lovels of the St. Lawrence 
River upstream from the Lroquois regulatory structure and by levels of Lake 
Ontario and the lower Niagara River; likewise to assure that adequate provision 
is made for the discharge and stages of water in the International Rapids section 
during construction. 

(d) Assure that safety and adequate provisions against maloperation are in- 
herent in all structural elements ead os embankments as designed and as 
constructed. 

1. Scope of duties.—Duties of the Board will include but not necessarily be 
limited to the following: 

(a) Pass upon general plans and specifications for all project structures as 
developed and presented by the construction entities. 

(b) Pass upon basic design criteria and preliminary layout plans as developed 
and presented by the construction entities. 

(c) Pass upon cofferdam layouts, diversion plans, and other matters pertaining 
to the progressive raising of water levels and changes in discharge. 

(d) Pass upon the detailed plans and specifications to the extent indicated by 
the dominant considerations outlined in paragraphs 2 and 3. 

(e) Pass upon the construction schedules as presented and accomplish general 
inspection to assure that the works are built in accordance with the approvals 
given. 

(f) Undertake such coordinating activity aside from that inherently involved 
in the foregoing as may be requested by either of the two construction entities 
and deemed by the Board to be appropriate for accomplishment by it. 

5. Pian of operation.—The Board will meet at such times and places as appro- 
priate for the transaction of necessary business. 

6. To carry out its responsibilities the Board will establish such engineering 
and clerical forces at Montreal, Cornwall, and Massena, which in collaboration 
with each other will conduct staff review of the design criteria, layout plans, 
detailed plans, specifications, and construction programs; recommend action by 
the Board; and execute inspection and such other duties as prescribed by the 
Board. 

7. As currently planned the staffs of the Board which will consist of such pro- 
fessional engineers and clerical staffs and other assistants as may be required will 
be stationed in Cornwall, in Montreal, and in Massena. 

8. Specialists from departments of the Governments or consultants may be 
engaged from time to time, as required. 

9. The Board will establish working relations with the two construction entities 
through its local staffs in order that it may be kept currently informed during the 
development by the construction entities of plans, specifications, and programs 
and in advance of submittals for approval. 

Agreed to by representatives of Canadian and United States Sections at a joint 
meeting held in Ottawa, March 1, 1954. 

For Canadian Section: 

Bricapier M, ARCHER. 
M, V. 

For United States Section: 

Mas. Gen, B. L. Roprnson. 
Francis L. Apams. 
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STATUS OF LITIGATION 


Mr. Davis. You mentioned the matter that is still pending in th: 
courts, at least insofar as a rehearing and a 90-day period to appea! 


which appears to involve the license granted to the New York Powe: 


Authority to represent the United States in this matter. Who an 
the litigants involved in that court proceeding? 


Mr. Apams. The principal litigants are the Federal Power Commis. 
sion, the New York Power Authority, as licensee, the coal interest: 
represented through the Central Pennsylvania Coal Producers Asso- 
ciation, and the Public Power & Water Corp. of Trenton, N. J., ; 


competing applicant. 


There is a third one I did not mention, the Lake Ontario Lané 


Owners & Beach Protective Association, which is interested in th: 
effect the project might have on the levels of Lake Ontario. 


EFFECT OF PROPOSED CONSTRUCTION ON LEVELS OF LAKE ONTARIO 


Mr. Davis. What will be the general effect of the proposal? Wl! 


this tend to raise the level of Lake Ontario or lower it? 

Mr. Apams. The license issued to the New York Power Authorit) 
provides that the project shall be operated in accordance with th 
so-called Method of Regulation No. 5, which was agreed to by th: 
Canadians and the Americans as a reasonable method of operating 
the project with reference to both the levels of Lake Ontario and th 
effect on the river downstream—that is, Montreal Harbor and _ the 
power interests downstream. 

That method provides for maintaining the fluctuations of Lak: 
Ontario levels approximately within the normal condition, but it is 
also designed not to aggravate the present conditions and wherever 
possible to improve the present conditions. Do you have anything 
to add to that, General? 

General Rosinson. No, sir. That is a matter, of course, which 
comes under the Board of Control, which is a separate entity from 
this Board. It is concerned with the levels in Lake Ontario. By 
international agreement they would require operation of the power 
project in a manner that they would specify. 

Mr. Davis. I don’t think I am quite clear as to what the answer 
is as to the effect of this power development project on the level of 
the water in Lake Ontario. Is the tendency to raise it or lower it? 

General Rosinson. Neither one. 

Mr. Davis. Neither? 

General Roninson. That is right. I would like to supply addi- 
tional information for the record. 

(The following additional information was supplied:) 

With respect to the question asked by Mr. Davis in the transcript as to the 
effect of the power development project on the level of the water in Lake Ontario, 
my answer was to the effect that this development would neither raise nor lower 
the natural water level. While this is true on the average, I desire to point out 
that the question of operation of the proposed power development is now under 
consideration by the Sheseptionnl Joint Commission pursuant to its order of 
approval issued October 29, 1952, and to references to it by the two Governments 
concerned. It is anticipated that a method of operation will be developed that 
would tend to lower the level of Lake Ontario during extreme high-water years, 
and also to raise the level of the lake during extremely dry years; in other words, 


a method of hydraulic operation more beneficial to all concerned than Regula- 
tion Method No. 5. 
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RELATIONSHIP TO ST. LAWRENCE SEAWAY AND NIAGARA POWER 


Mr. Davis. This project, as I understand from your statement, is 
entirely independent of the St. Lawrence seaway construction as 
such? In other words, you would go ahead and build this whether 
or not there is a seaway to be built, is that correct? 

General Roprnson. That is correct. 

Mr. Davis. Where does this fit in with the proposed Niagara 
power development? Is there any correlation between the two at all? 

General Ropinson. No, sir. IL would say there is none. That is 
between Lake Ontario and Lake Erie. The activities of our board 
are entirely limited to the International Rapids section. 


FUNCTION OF JOINT BOARD OF ENGINEERS 


Mr. Davis. Your action so far, has been to meet with your counter- 
parts of the Canadian Government for the purpose of working out 
this operating agreement? 

General Ropinson. That has been our principal activity so far. 
However, the section has had a number of meetings and has met with 
the power authority of the State of New York and with their con- 
sultants. Also, we have representatives who are attending joint 
meetings of the New York State power authority and the Ontario 
Hydro-Electrie Commission of Ontario. They have had, I believe, 
four such meetings. ‘They are at present actively engaged in their 
preliminary design work. 

Mr. Davis. What are the functions of the joint board? ‘The actual 
construction is to be done by the power authority and the Canadian 
entity. Just where does the board fit into the picture? 

General Ropinson. The Board under the President's Executive 
order is charged with the responsibility of appreving all plans and 
specifications for the power project and also to approve construction 
schedules. The purpose of vesting that authority in a Federal board 
was to protect the United States’ interests, both as to navigation and 
as to the interests of the citizens in localities that would be affeeted 
by raising the water level by construction of the dam. 

Mr. Davis. Where does the job that you two gentlemen have fit 
in with the task that the chief engineer that you mention will be 
performing? Is he the operational man? 

General Roninson. He will be our subordinate and field represent- 
ative with an office at Massena, N. Y., and will be in charge of this 
small staff consisting of 13 others located at Massena. 

Mr. Davis. Are your Canadian counterparts setting up a separate 
independent agency comparable in staffing to that which you are 
contemplating? 

General Rosrnson. They so informed us at our March 1 meeting, 
yes. 


REIMBURSEMENT OF BOARD EXPENSES FROM POWER REVENUES 

Mr. Davis. Since this is a power development, is it contemplated 
that the Federal Government will be reimbursed for its outlays in 
supporting this Board during the period of construction? 
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General Ropinson. No, sir. That is not contemplated at th 
present time. We felt there were possibly two considerations why w, 
did not include it that way. One was that since we are a board tha 
has to review work of and sit in a judiciary capacity with respect t 
the Power Authority of New York, we felt we should not be “in their 
pay,” so to speak, and second, the New York State Power Authority 
under this plan is, in effect, paying a considerable portion of the cos; 
which, under previous proposals for both the navigation and power 
project, would have been allocated to navigation. That approximates 
something like $100 million for the 2 power agencies. On those two 
considerations we did not propose that they reimburse the Govern- 
ment. Also it is not included in the license, is it, Mr, Adams? 

Mr. Apams. That is true. 

General Ropinson. By the Federal Power Commission? 

Mr. Avams. No provision is made for reimbursement. 

Mr. Davis. What about the operating people on the Canadian side? 
Are they going to be paid out of appropriations of the Canadian 
Government similar to what we are proposing here, without reim- 
bursement from any source? 

General Rosrnson. I don’t know if I can answer that question. 

Mr. Apams. We have no definite information on that. But we do 
understand their people will be furnished by the Department of Trans- 

ort, which is a Federal department of the Canadian Government. 

e know they will be paid from the Canadian Government, but we 
do not know whether or not any arrangements have been made for 
reimbursement. 


General Rostnson. I will supply information as to the Canadian 
plans for the record. 


(The following additional information was supplied:) 


Reference is also made to the question of Mr. Davis as to whether the Canadian 
Board would be paid out of appropriations of the Canadian Government without 
reimbursement from any source, to which reply was made that we were not 
informed on the subject. Since appearing before the committee I have contacted 
Mr. R. A. C. Henry, a member of the Canadian Section of the Joint Board. In 
response t0 my questions Mr. Henry stated that they intended to setup their 
section as an independent body; that 1t would be paid out of appropriations of the 
Canadian Federal Government; that an increase in appropriations would be sought 
for the purpose; and that they did not propose to seek reimbursement for their 
expenses from any other source. 

Mr. Davis. Are the personnel just being assigned to this job by the 
Canadian Transport Agency or are they setting up a separate staff to 
be separately financed? 

General Rosrnson. I am not familiar with their appropriations. 
They plan to setup their staff in Montreal, I believe, directly under 
their Transport people. Mr. Chevrier, who is a member of the Board, 
is the Minister of Transport for Canada. Mr. Henry is a consulting 
engineer for the Transport. 

Mr. Apams. ‘Two of their principal engineers on the assignment are 
consulting engineers who are called in for this particular assignment. 
Mr. Henry and Mr. Sauer. 

General Rosinson. They plan to do their engineering at Montreal. 
But they will have a separate office at Cornwall, across the river from 
Massena, during the construction period for the inspection force. 

Mr. Davis. I think most of the power projects that we handle here 
in this committee usually allocate so much of their cost to power. 
This project appears to be about 100 percent power. They work out 
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a schedule of charges so that the Government is repaid for the costs 
allocable to power within the next 50 years. Apparently there will 
be no reimbursement of that type with respect to these particular 
expenditures of project? 

General Ropinson. No, sir, we had not contemplated it. 

Mr. Apams. There is, however, the fact that there is income to the 
Government from this project under the Federal Power Commission 
license, in that the Federal Power Commission assesses fees for ad- 
ministration of the license. Those fees amount to 1 cent per horse- 
power of installed generating capacity and 2}4 cents per 1,000 kilowatt 
hours generated throughout the life of the project. 

Mr. Davis. They do that with respect to all projects, where they 
do license them, do they not? 

Mr. Apams. That is true. 


STAFFING OF THE BOARD 


Mr. Davis. As far as you two gentlemen are concerned, this is a 
collateral assignment and no part of your compensation would come 
from this appropriation? 

General Rortnson. That is correct, sir. 

Mr. Apams. That is true. 

Mr. Davis. The request contemplates 6 persons during the remain- 
der of this fiscal year, building up to a staff of 14 during the fiscal 
year 1955, plus during the year 1955 an equivalent of 1 other full-time 
position. What is involved there? 

General Ropinson. There are a number of matters that we con- 
template would be beyond the ability of the permanent staff. They 
would gain that either through the field agencies of the corps, the 
Federal Power Commission or through the Washington headquarters 
of the two agencies. 

Mr. Davis. You have one GS-16, with an estimated salary of 
$12,000 a year. Is that your chief engineer on the project? 

General Ropinson. Yes, sir. 

Mr. Davis. And your GS-15 would be his deputy or assistant 
that you spoke of in your statement? 

General Rosinson. Yes, sir. 

Mr. Davis. There would be two of those, is that right? 

General Rosinson. Yes, sir. 

Mr. Apams. The 16 is the chief engineer, and the deputy is the 15. 

General Rosrnson. We have two 15’s, don’t we? He is the engi- 
neer in charge of construction, the second 15. 

Mr. Davis. Are these all going to be civilian personnel that you 
are bringing in here to do this job? 

, General Ropinson. Yes, sir. 

Mr. Davis. None of your military officers are going to be involved 
in this work at all, except you in your supervisory position? 

General Rosinson. That is right. It will be wholly a civilian staff, 
as far as this board is concerned. 


COORDINATION OF PLANS WITH CANADA 


Mr. Davis. In your discussion here, it has been pointed out that 
the plans have been changed somewhat, that we are going to have 
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dams at different places than we were going to, that it has been change: 
back and forth. Who developed those plans? 

General Rorinson. The Corps of Engineers developed those plans 
principally during 1940 to 1942. That was the plan of the various 
St. Lawrence bills which have heretofore included both navigation and 
power, some have included improvement, too, to Great Lakes con- 
necting channels, as well. The plans are fairly complete. Thos: 
rth are now under review by the State of New York and Ontari 


Mr. Davis. Is it the Ministry of Transport that performs a com- 
parable function in Canada, 

General Roninson. No. They have an independent board also o/ 
which the Minister of Transport is a member; they have a board 
appointed by what they call an order-in-council, which corresponds to 
our Executive order of the President. 

Mr. Davis. What do they have that compares to the Corps of 
Engineers? Do they have any government agency that compares to 
that? 

General Ronrnson. I believe that the Ministry of Transport does 
their construction in waterways, or it does a portion of it, at least, | 
know. 

Mr. Apams. That is right. 

Mr. Davis. We can assume that there has been very close co- 
ordination m working out these plans between our Corps of Engineers 
and some agency of the Canadian Government? 

General Rosinson. That would have taken place in 1940 to 1942. 
I know there was coordination. The extent of that, I don’t know. 

Mr. Davis. What I am trying to get at is how did we get to the 
point where we are ready to appoint this joint board of engineers to 
supervise the actual construction? Certainly, there had to be some 
planning and some negotiations with the Canadians. 

General Ropinson. There were meetings to develop the plans. It 
was a matter which came up for discussion before the International 
Joimt Commissicn. There have been exchanges of notes at State 
Department level between the two Governments. This Executive 
order was issued pursuant to that exchange of notes and to the order 
of the International Joint Commission in 1952. 


PROPOSED CONSTRUCTION 


Mr. Davis. We have involved here a project which is estimated to 
cost about what? 

General Rosrnson. A total of about $600 million, equally divided 
between Canada and the United States. 

Mr. Davis. The period of construction you anticipate is about 
6 years? 

General Rosrnson. Yes, sir. 

Mr. Davis. With construction beginning when? 

General Ropinson. The construction will depend upon the litiga- 
tion, sir. The New York State Power Authority has informally 
advised that it is aiming at trying to get some cofferdams in this 
summer. That presupposes some kind of decision out of the Supreme 
Court before the summer recess, because I think it is the feeling of 


almost everyone concerned that there will undoubtedly be an appeal 
from the lower court. 
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Mr. Avams. The Federal Power Commission license provides that 
they should start construction within 1 year from the date of the 
acceptance of the license and gives them 7 years in which to complete 
the project. That one year, however, may prove to be inadequate in 
view of the litigation that is still be be settled. 

General Ronrnson. Our problem is, regardless of the litigation or 
perhaps because the litigation has proceeded to such a point, that 
the New York State Power Authority is proceeding rapidly with its 
preliminary plans. We feel that we are going to be called upon for 
some decisions and requests for approvals here over the next few 
months. 

NEED FOR SPECIAL BOARD AND STAFF 


Mr. Davis. Suppose that a similar project were to be built within 
the continental United States. You would assign some officers of 
the corps; probably to supervise the job and go ahead with it. Simply 
because this happens to be a project in which anothvr country is in- 
volved, why should we set aside the regular agencies and set up a 
separate board? 

General Rorrnson. Only because of the international character of 
the undertaking and the necessity of making approvals which will 
protect the United States’ interests. 

Mr. Davis. I would think that this project is pretty consistent with 
the functions of the Corps of Engineers on projects wholly within the 
United States; isn’t that right? 

Mr. Apams. Under the procedures by which this Board was es- 
blished, it was neither in the hands of the Corps of Engineers nor the 
Federal Power Commission to determine how this matter would be 
handled. The International Joint Commission was the agency es- 
tablished by the Boundary Waters Treaty of 1909 to handle such 
matters, and within their procedures they required each Government 
to submit an application for what it proposed to do. In approving 
that application they set forth requirements that there be established 
two boards, one of those boards to be known as the Joint Board of 
Engineers, which is this one, established at Government level, not at 
any operating agency level, each section of the Board to be appointed 
by the national Governments. Then, within the International Joint 
Commission’s own province they have appointed what they call the 
Board of Control, which later will be responsible for the operating 
problems with respect to this project. 

This Joint Board of Engineers is a board representing two national 
governments to protect the interests of those two governments in the 
construction of an international project, operating, as | said, at 
federal level and national level, representing each government. 

General Rosinson. I might answer in a slightly different fashion. 
[ think it would be consistent with what the Corps of Engineers does. 
At the present time we do not have such an organization available in 
that area of the country, and if the responsibility were given wholly 
to the Corps of Engineers, we would still be before you with a request 
for substantially this same amount of funds to carry out the duties 
assigned. 

Mr. Davis. What’s the relationship between the Joint Board of 
Engineers and the Joint Commission? 
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General Rorrnson. We are bound by the order of the Joint Com- 
mission issued in 1952. Organizationally, however, we are an inde- 
pendent agency, a two-man agency appointed by the President. 

Mr. Adams and I are the alternates; the principals are the Secre- 
tarv and the Chairman. 

(Discussion off the record.) 


AUTHORITY FOR BOARD AND PROPOSED CONSTRUCTION 


Mr. Hanp. What does the United States presently propose to 
spend in addition to the appropriation you are seeking and similar 
appropriations which you intimate will be sought for this Board 
for the next 6 years? Are we proposing any other expenditures? 
Do we have any share of the proposed construction? 

General Rosinson. No, sir. 

Mr. Hanp. That is all to be done by the New York State Power 
Authority in cooperation with the similar Ontario Board? 

General Ropinson. That is correct, sir. With respect to the power 
project, we anticipate no further expenditure. 

Mr. Hann. Is there any present contemplation of any other expendi- 
ture for navigation? 

General Rorprnson. No, sir, except the pending bill before Congress. 

Assume for the moment that that should not pass, the necessary 
costs of modifying existing navigation works are also to be borne by 
the power authority on both sides of the river. 

Mr. Hanp. What is the legislative authority for the planning that 
has been done and the planning that we now contemplate doing? 

General Rosinson. The planning that has been done was done 
principally from 1940 to 1942, and there was an appropriation at that 
time for it. It was done pursuant to an executive agreement between 
the two countries. 

Mr. Hanp. Is there any legislative authority for any of this work 
or has it proceeded from Executive orders? 

General Rorinson. It has proceeded from Executive orders. 

Mr. Hann. What is the statutory authority of the President to 
have issued Executive Order No. 10500 designating the Power 
Authority of the State of New York half share on the construction 
of the proposed power project? 

Mr. Apams. I don’t know what the answer to that is. 

Mr. Hann. Except for the Executive order to which I have just 
referred, and previous Executive order or orders which provided for 
this planning in the past, is there any legislative authority, any act 
of Congress which provides for this planning or for the construction? 

General Roprnson. No, sir, other than the specific appropriation 
acts that I know of. I know there has been no authorized project 
there related to this which has gone any course through the Public 
Works Committee and then received separate authorization for fed- 
eral construction. 

Mr. Davis. Thank you, gentlemen, for giving us this information. 
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SUBCOMMITTEE ON TREASURY-POST OFFICE APPROPRIATIONS 


GORDON CANFIELD, New Jersey, Chairman 
EARL WILSON, Indiana J. VAUGHAN GARY, Virginia 
BENJAMIN F. JAMES, Pennsylvania OTTO E. PASSMAN, Louisiana 
CHARLES W. VURSELL, Illinois ALFRED D. SIEMINSKI, New Jersey 


Marcu 2, 1954. 


TUESDAY, 


TREASURY DEPARTMENT 


INTERNAL REVENUE SERVICE 


WITNESSES 


0. GORDON DELK, DEPUTY COMMISSIONER 

HARRELL T. VANCE, ASSISTANT COMMISSIONER (ADMINISTRA- 
TION) 

J. N. McCOLLUM, CHIEF, BUDGET BRANCH, FISCAL MANAGEMENT 
DIVISION 


SALARIES AND EXPENSES 


Mr. Canrie_p. The committee will come to order. We are met 
today to consider a supplemental request coming from the Internal 
Revenue Service contained in House Document No. 330, for an 
additional amount for salaries and expenses of $3,600,000. 


PENALTY MAIL 


Subsequent to the approval of the Treasury and the Post Office 
Departments Appropriation Act, 1954, the Congress enacted Public 
Law 286, approved August 15, 1953, requiring that the Post Office 
Department be reimbursed for the cost of penalty mail. An addi- 
tional appropriation of $3,600,000 is needed to cover this expense. 
On December 17, 1953, the Director of the Bureau of the Budget 
apportioned this appropriation on a basis which would indicate a 
necessity for a He Sing rater yay estimate. This action was reported to 
the P resident of the Senate and the Speaker of the House of Repre- 
sentatives in letters of the same date in accordance with the provisions 
of paragraph 2 of subsection (e) of section 3679 of the Revised Statutes, 
as amended. 

Present as a witness is O. Gordon Delk, Deputy Commissioner of 
the Internal Revenue Service. 

Mr. Delk, do you have a statement that you are prepared to make 
at this time? 

Mr. De.k. Yes, sir, an oral statement. 

Mr. CanFie.p. Proceed, please. 

Mr. Dex. As you have already stated, Mr. Chairman, this law 
was enacted after the Congress had authorized our appropriations for 
the 1954 year and that law makes it mandatory that we pay to the 
Post Office Department, under regulations w hich that law permitted 
or authorized them to issue, the cost of penalty mail as determined 
according to their regulations. 

We have made that determination for the fiscal year 1954 and find 
that our cost will be approximately $3,600,000 for that part of the 
1954 year to be covered. 
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I might say, in clarification, that we were not required to pay tor 
the penalty mail used before August 15, so that this estimate covers 
only 10% months of this fiscal year. 

Now under the program which we have already embarked upon, 
and which we were well into at the time this act was passed, it should 
be recognized that we had a reduction in our appropriation for 1954 
from 1953 of $4 million which we had recommended to the Congress 
and which the Congress had approved. This reduction stemmed from 
savings that we could make without interfering with the enforcement 
of the tax laws. So we had already then drawn our belts tight for 
this year. 

Then, because of that reduction, this comes along as a cost which we 
cannot absorb without reducing our enforcement effort with the con- 
sequent reduction in the amount of revenues that will be derived 
from that enforcement effort. 


NEED FOR FUNDS FOR ENFORCEMENT WORK 


However, I fear our long-range program of reducing our overhead 
costs and attempting to utilize those funds to increase our enforcement 
will not provide us with the amount of enforcement needed. As we 
have already explained, we plan to increase our enforcement even 
beyond the amount of savings that we are able to make. 

Now that program, to be effective, must move forward without 
interruption. Therefore, in respect to this particular item we have 
a program of recruiting additional enforcement personnel, which pro- 
gram is already in effect and is projected on for several years yet to 
come. 

For the record later on at an appropriate place, I will state the 
effect of that program and how we explained to this committee, during 
the course of its hearings on the regular appropriation for 1955, that 
it had just begun to operate. I merely at this point will point out 
that during the month of February alone, we were able to increase our 
enforcement forces by 343 enforcement officers. 

When we were here in January, we were only able to tell you that 
we had begun to operate under new civil service procedures and exami- 
nations which the preliminary report indicated we were going to be 
successful beyond what we had been during the first 6 months of this 
year. The results obtained in the month of F ebruary have now borne 
that out and we, as of today, have as I have pointed out, increased 
our enforcement officers by 343 during February. 

We have commitments for 917 more that are to report as each 
week goes by, as they cannot all report immediately. 

Now that comes to this: As of today, we have 1,141 more enforce- 
ment personnel on our rolls, or commitments for them to come with 
us, than we had as of July 1, 1953. To us, this is highly refreshing 
for the reason we had faced great discouragement during the first 
6 months of this year. 

We were losing enforcement personnel faster than we could replace 
them. So what these figures mean to us then is that we have now 
turned the corner and are able to show, by definite accomplishment, 
that we can acquire additional personnel for the enforcement work 
but we have had one further thing that is even more important 
than that. Our field officers report that the quality of applicants for 
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’ these jobs, they have interviewed and examined so far, are above those 
' that have been responding over the past 3 to 4 years. We are advised 
that the general attitude of applicants is that our program is sound 
and that it now appears that employment in the Revenue Service 
/ will be more stable and that under the policies, which have been 
‘given public notice, they find it more desirable employment than 
heretofore. 

We, therefore, are quite heartened and are able to report to you 
today, only a month and a half after we were last before you that the 
hopes, the objectives we then had, which we could only outline on the 
basis of our expectations, are becoming realities day by day. We are 
quite happy about that. 

Now, then, that brings me to the most important part here and 
that is why we must have this particular supplemental appropriation. 
This program, of course, began with the recommendation of the 
Secretary and with the concurrence of the Bureau of the Budget. It 
was their feeling that we should not try to go before the Congress and 
ask for funds on the basis of our objectives but rather wait until we 
were prepared to show this committee and the Congress, on the basis 
of facts and attainment, that we could carry out those objectives. 

We believe we have done that, but to do that, we have had to move 
out and operate with a certain degree of expectation that these funds 
would be available, having the policy concurrence as I have already 
outlined to you. 

So, therefore, our program has moved to the point that if we are 
not able to get these funds, and | mean by that all of these funds, we 
would have to suspend immediately the hiring arrangements for 
additional revenue agents and collection officers. We would have 
to, of course, cancel some, if not a large number, of the commitments 
which I have already outlined to you. 

It means that if none of the funds were appropriated or given to 
us that we may even have to, as an extremity, either place some of 
our recently acquired people, they being the least productive at this 
point, on leave without pay or even terminate some of them before 
the year is over, depending on the losses in our regular staffing during 
that time. 

It means, as an immediate expediency, that the number of tempo- 
rary employees that are hired during this period, the tax-filing period, 
would have to be promptly terminated. It being as near as it is to 
March 15, that would have the immediate effect of not necessarily 
losing the service during the filing of the returns, but it would prevent 
the early processing of refunds that may be due to the taxpayers, as 
we would have to terminate the temporary employees right away. 

Consequently, I believe we view, with more than alarm, any possi- 
bility of not getting these funds. Aside from the effects that I have 
outlined, being principally that of the processing during the filing 
period and the loss of revenue, we view that it would have even greater 
effect, from a standpoint of being able to hold out to the publie and to 
our prospective employees of the future, that there is a consistent 
policy, a consistent objective for the Revenue Service, that makes it 
a reasonably certain and stable thing that a person may look to, to 
fulfill its represented objectives at all times. 

We view that as a very important thing, though it is intangible from 
the standpoint of dollars and cents. 
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Mr. Chairman, I believe that substantially covers our position. 

I neglected in the opening to say that Mr. Andrews asked me to 
convey to you all his regrets that he could not be here this morning: 
but, on the notice we had, it was impossible for him to cancel very 
important engagements for today and tomorrow so as to be here. 


JUSTIFICATION OF ESTIMATE 


Mr. Canrigetp. Mr. Delk, without objection, pages 1 through 4 of 
the Benen 8 will be inserted in the record at this point. 
(The material referred to follows:) 


INTERNAL REVENUE SERVICE—SALARIES AND EXPENSES 


For additional amount for “Salaries and expenses,’”’ $3,600,000. 


Schedule on supplemental appropriations and revised estimates 


1. Present appropriation or $266, 000, 000 
3. Tote) amonnt 266, 024, 500 
4. Apportionments: 


5. Total apportionments and reserves___-.-.....--------- 266, 024, 500 
6. Obligations: 
Ist quarter (actual) ............. 69, 229, 598 
oa quareer iui 65, 470, 518 
4th quarter (estimated) - deat 67, 110, 716 
Total actual and estimated obligations___- 269, 624, 500 
S. Lewes total 266, 024, 500 
9 Estimated supplemental reavired__.._-....-.------- 3, 600, 000 


10. Estimated supplemental included in latest budget 


11. Date needed: 
For obligation, Mar. 31, 1954. 
For expenditure, July 31, 1954. 


12. Estimated expenditures from supplemental: In budget Revised 
In next fiseal year_____ 781, 965 
13. Actual obligations last 3 months: 


GENERAL STATEMENT 


Subsequent to the enactment of the Treasury and Post Office Departments 
Appropriation Act, 1954, the Congress enacted Public Law 286, requiring that 
the Post Office Department be reimbursed for the cost of penalty mail. The 
additional postage cost chargeable to the administrative appropriation for the 
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Internal Revenue Service for the current fiscal year is estimated at $3,600,000, 
representing charges at rates prescribed by the Post Office Department for han- 
dling approximately 140 million pieces of mail matter to be dispatched during 
the period August 15, 1953 (the effective date of Public Law 286), to June 30, 
1954. 

This additional cost cannot be absorbed without adverse effect upon enforce- 
ment work. To require absorption within the limit of the current appropriation 
would reduce by hundreds of employees the enforcement manpower available to 
the Internal Revenue Service. 

Revenue protection demands that there be no slackening of enforcement effort 
and that increased effort be applied to effect reductions in backlogs that have 
been accumulating for a number of years. 

Chief among the more serious backlogs are past due taxes for which warrants 
have been issued. As of September 30, 1953, these taxes aggregated $916 mil- 
lion. Although collections have been increased, this figure is 20 percent larger 
than at the same date in 1952, and has risen by 6 percent since June 30, 1952. 
It now stands at the highest point of record. 

Another backlog of sizable proportions relates to tax cases in which the audit 
and other examination processes have been completed and revenue agents have 
proposed additional assessments, but the taxpayers have not agreed to the as- 
sessments. These cases are, for the most part, awaiting settlement conferences 
between the taxpayer and appellate offices of the Revenue Service. On the aver- 
age the conferences occur 24 months after receipt of the taxpayer’s protest. As 
of September 30, 1953, the proposed additional assessments awaiting settlement 
aggregated close to $1.5 billion. 

The third class of backlog cases involves the larger and more complex type of 
tax cases which have been assigned for field examination but have not been 
examined. About 40 percent of these cases are now 4 or more years old and 
involve potential added tax of over $800 million. 

The situation as to these backlogs is that of a steadily increasing workload and 
a steadily declining number of people to do the job. Since the effect of Public 
Law 286 was to reduce the amount available for enforcement activities for the 
fiscal year 1954 by $3.6 million, approval of this supplemental request will simply 
restore the full amount originally intended for this purpose, thereby permitting 
the Internal Revenue Service to direct continuing effort toward a reduction in 
the number of unsettied tax cases, with benefit to both the Government and the 
taxpayer. 

DETAILED EXPLANATION OF ESTIMATES BY ACTIVITY 


This supplemental estimate covers and is restricted to postage costs to be paid 
to the Post Office Department under the provisions of Public Law 286, 83d 
Congress, approved August 15, 1953. 

The amount of the estimate ($3,600,000) is allocated to activities in the following 
statement: 


sActinity Amount 

1. Rulings, technical planning, and special technical services _--_-- $9, 025 
2. Processing and revenue 2, 203, 975 
3. Audit of tax returns and collection of delinquent accounts__.._.. 1, 158, 505 
4. Tax fraud and special 58, 475 
5. Alcohol and tobacco tax regulatory work____........--.------- 82, 650 
6. Taxpayer conferences and appeals___._.._....-...---...------ 49, 800 


The cost of mailing tax forms, instructions, bills, etc., and a large proportion of 
correspondence with taxpayers, is charged to activity No. 2, which accounts for 
the allocation to that activity of approximately 60 percent of the total amount 
requested. 

he need for the additional funds included in this estimate could not be foreseen 
at the time the annual budget for 1954 was formulated and enacted. 
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PENALTY MAIL 


Mr. Canrretp. Now, Mr. Delk, how do you arrive at the amount 
of $3.6 million as the correct and necessary amount required for the 
payment of penalty mail costs? 

Mr. Devx. Mr. Chairman, the law provides that the Post Office 
Department should issue regulations providing for the method of 
determining the costs and for payment to the Post Office Department 
of the costs of penalty mail. Those regulations provide substantially 
this: That at the begining of a fiscal year, each department or agency 
shall prepare an estimate of the number of each kind of mailings and 
the estimated cost of such mailings. 

Quarterly, a report is required by the Post Office Department of the 
actual mail forwarded during the quarter ani the cost thereof. A 
payment is made based on such report. 

At the end of a year an actual inventory of the mail indicia is taken 
and then with the opening inventory at the beginning of the year, 
plus the purchases during the year, less the inventory at the end of 
the year we determine the amount of the mail indicia that has actually 
been used during the year. To that then, is applied the rate deter- 
mined by the Post Office Department as their costs for handling 
the mail and an adjustment is then made for the estimated payments 
made quarterly during the first three quarters of the year. 

Now, if you would like a breakdown of that information, Mr. 
Chairman, our estimate is as follows: On packaged mailing of the 
blank income-tax forms with the instruction, we estimate 57 million 
pieces at a cost of $872,000; registered mail at a cost of $892; envelopes 
size 9 and below, which is the regular letter size, 64,245,500 at a cost 
of $1,927,364; envelopes above size 9, 8,985,436 at a cost of $808,689. 
The total cost in the current year for all classes of mail matter would 
be $3,608,945. 

That is the composition of our estimate. It is based on experience 
and with a reasonable amount of determination of our purchases in 
prior years. 

Mr. Canrietp. How many personnel or man-hours of labor do you 
estimate are required, from your experience to count the unused pieces 
and for what you are required to reimburse the Post Office Depart- 
ment? 

In other words, can you give us any idea as to the additional task 
imposed on your personnel? 

Mr. Drix. Mr. Chairman, I do not believe we can give you a 
reasonably accurage figure of the manpower because at each point of 
use it takes a very small part of any one person’s time to count the 
unused envelopes on hand and add the issues and subtract the in- 
ventories to get the figure. I believe it would add up to a certain 
number of man-years but the cost of determining such a figure would 
exceed the cost of the inventory. 

Mr. Canrre_p. Under Public Law 286 it is mandatory that the 
cost of penalty mail be paid to the Post Office Department. I take 
it from your presentation, that if this request is not granted frontline 
enforcement will be seriously prejudiced? 

Mr. De.x. Yes, there is absolutely no alternative to that, sir. 

Mr. CanrFixEp. If the request should be reduced by one-third or 
one-half, how would you go about meeting the requirement? 
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Mr. Dex. It would first depend on when we gain knowledge that 
that had been done. If it came later, say April, then our action would 
have to be more—I don’t like to use the word violent—abrupt because 
we would be so much nearer the end of the year. 

If it came earlier, within the next week, we would do a different set 
of things. It is my quick judgment, sir, that if I gain that knowledge 
next week, that is, that our request had been reduced one-half, that I 
would, first, in order to preserve my long-range enforcement program, 
immediately terminate as many of our temporary filing period employ- 
ees as I possibly could, which would retard the processing of refunds. 

I would quickly estimate that I might be able to pick up one-fifth 
of our requests by that move. 

It would then require that our next move would be to consider 
which of our collection officers or revenue agent officers I could best 
spare and I would have to at least, first, freeze any further commit- 
ments and, second, review the commitments as to those that were 
subject to the funds and terminate those first and then I would have to 
watch very carefully week by week how many losses we had of those 
already on the rolls so that I might renew my commitments to replace 
them or to fulfill my commitments and I would see whether my losses 
were going to be able to pick up that reduction. 

It becomes a day-by-day maneuver. That is quite costly because 
we have to have daily communication from all field offices as to what 
losses they have and how everything stands. When that happens to 
you, you have a pyramiding cost aside from the loss of your funds, 
because your management must become more steady. You cannot 
rely on 2-week or monthly reports. You must manage it day by day. 

Mr. Canrievp. All of which means that if this program is not 
approved then the program recently proposed to and approved by 
the House can not be carried out? 

Mr. Dex. That is right. 

Mr. CanFievp. If it so happens the estimate is approved and then 
you find it insufficient to pay all costs of penalty mail to June 30, 1954, 
how would you then go about meeting the additional costs? 

Mr. Detx. May I ask, do you mean if this becomes insufficient to 
pay penalty mail? 

Mr. Canrretp. In other words, as to your estimate. 

Mr. Detx. We believe our estimate is pretty sound. I don’t 
believe we could be in error more than a few thousand dollars on that 
because of the large items that have to do with the mailing of tax 
returns, which we know exactly how many there would be. 

The miscellaneous correspondence would not effect this total very 
much, 


EFFECT OF DISALLOWING FUNDS ON REVENUES COLLECTED 


Mr. Canrietp. Now this is a very important question. If you 
have to use present funds to meet penalty mail requirements, will 
that mean a reduction in the amount of revenue that will be collected? 

Mr. Dek. Yes, it definitely would. The amount of that reduction 
in revenue would be dependent on how we maneuvered to avoid the 
loss or curtailment of our enforcement officers as against the clerical 
force, so that you cannot tell exactly what that loss would be, as you 
would be able to do certain things with this processing force according 
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to how rapidly they were able to move out of the filing period, which 
begins around the Ist of May or 15th of May as they begin to come 
out from under the backlogs that are there. So I could not accurately 
tell you how much, except that it would definitely have a material effect 
on the revenue. 

I might add there, sir, that we, of course, beginning with this law. 
have had to begin payments to the Post Office Banat tinsnt. We are 
already paying them at this time. 

That is the reason why we would have to turn to making these 
management moves to curtail operations from this point on, because 
we have already paid the Post Office Department on two quarters 
and will shortly pay them for the third quarter of the year. We have 
already paid the Post Office Department $2,045,000 of this commit- 
ment for the first two quarters of the year. 


APPORTIONMENT OF FUNDS 


Mr. Canrietp. Mr. Delk, I note on page 2 of the justification that 
the apportionment for the first quarter is some $657,000 in excess of 
the actual obligation for the same quarter, but for the remaining 
three quarters of the year the apportionments are less than the esti- 
mated obligations. Can you explain the reason for that? 

Mr. De vx. In the first part of the year the apportionments always 
carry a reasonable margin for emergencies and as you move toward 
the end of the year you absorb that. You are projecting really in 
the first part of the year a margin of reserve as against the end of 
the year. 

However, there is no possibility, in a decentralized organization 
of this type, to work any closer to your apportionments than $600,000 
when, during that same period, your expenditures have been what 
they are. 

It is about a normal operating margin. 

It has been pointed out to me that what you are directing your 
inquiry to really is this: We have already had to pay for this penalty 
mail. That is included in our first quarter’s apportionment. Since 
our apportionment is only for the funds already authorized from a 
disbursement standpoint we are indicating that we would have to 
curtail operations by the amount you are talking about during the 
last two quarters if these funds will not be available to us. 

Mr. Canrieip. Thank you. 


COLLECTIONS 


Mr. Gary. Mr. Delk, Mr. Canfield asked if the failure to appro- 
priate this amount would affect your revenues; can you tell us how 
collections this year compare with collections for last year? 

Mr. Devx. I would like, while we are getting some figures, sir, to 
make an explanation there. 

First, are you directing yourself to the total revenues? 

Mr. Gary. Yes. 

Mr. Devx. Total revenues to collect? 

Mr. Gary. Yes. 

Mr. Dex. I only have immediately available to me, sir, for the 
first 6 months of 1953, total collections as shown by our books and I 
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shown on the daily statement of the Treasury because they have 
two different sources. For 1953, $27,900 million; for 1954, $26,500 
million. 
Mr. Gary. That is the first 6 months of the fiscal year? 
Mr. Dex. Of this current fiscal year as compared to the first 6 


Mr. Gary. That was how much now? 
Mr. Dek. $26,500 million for 1954. I am using rounded figures. 
Mr. Gary. How about January as compared with January of last 
year? Do you have that? 
’ Mr. Dek. We don’t have that. It takes about 4 to 5 weeks to 
accumulate them. I don’t have it available right now, I can turn it 
over to the committee, if you would like it. 
Mr. Gary. Yes, I wish you would. I would like to have you give 
us January and February. 
Mr. Deix. We won't have February available for 2 weeks. 
Mr. Gary. Give us the latest figures you have. If you have it for 
January, give us January for 1954 as compared with January of 1953. 
Mr. McCotuium. May we put it in the record? 
Mr. Gary. Yes. 
Mr. Canrrep. At this point it will be inserted in the record. 
(The information requested follows: ) 


Collections, by major categories, for January 1954 and for fiscal year 1954 to date 


[Millions of dollars} 


Month of January Fiscal year to date 


1953 | 1954 1953 1954 
Corporation income and profits taxes ! anne 501 445 8, 323 . 
Individual income and employment taxes ? 4,040 3, 624 18, 735 19, 42 
Estate tax 72 60 455 
Gift tax 4 6 | 12 | 
Alcohol A 198 | 166 1, 670 
Tobaceo taxes | 136 | 123 
Documents, other instruments, and playing cards 6 | 2 51 | 
Manufacturers’ excise taxes 221 | ll 1, 574 | 
Retailers’ excise taxes ! | 61 | 282 
Miscellaneous taxes ! ; 148 | 49 | 1, 230 

} 
Total, internal revenue collections........... 5, 378 | 4, 430 | 33, 312 | 30, 977 


! See following explanation of factors affecting collections during current year 
2 Includes old-age insurance, unemployment insurance, and railroad retirement taxes. 


The collections results are compiled from monthly reports prepared by each 
of the 64 district offices of the Internal Revenue Service. The figures cover all 
payments actually received during the period specified, including taxes, penalties, 
interest, costs, court fines, judgments, offers in compromise, proceeds from 
seizures, etc. In addition to remittances made by cash, check, or money order, 
the amounts include payments made in the form of Treasury savings notes, 
Treasury tax anticipation bills, Federal Reserve bank receipts issued in exchange 
for tax anticipation bills, and Federal depositary receipts. 

Employers whose total monthly liability for income tax withheld and old-age 
insurance taxes exceeds $100 are required to make monthly deposits of such 
taxes in the Federal Reserve banks or certain designated commercial banks. 
(Beginning July 1, 1953, this system was extended to cover certain excise taxes, 
as explained below.) As evidence of such deposits the employers receive deposi- 
tary receipts which they forward with their quarterly tax returns in payment 
of the taxes reported thereon. Amounts received in payment for depositary 
receipts are reported as revenue receipts in the Treasury daily statement at the 
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time the money is actually received by Government depositaries, whereas suc} 
amounts are not taken up as collections in the records of the Internal Revenye 
Service until such time as the quarterly tax returns are filed. Thus, proceeds 
from the sales of depositary receipts during the quarter ended December 31, 1953 
are included in the Treasury daily statement but will not be reflected as collections 
of revenue in the records of the Internal Revenue Service until the following 
quarter when tax returns are filed. 

This is the principal reason for the difference between the internal reveny 
receipts of $31,469 million shown in the Treasury daily statement and the interna) 
revenue collections total of $30,977 million shown herein for the 7-month period 
ending January 31, 1954. Differences also result from the fact that several days 
may elapse between the receipt of a tax payment in the internal revenue distric: 
office and the inclusion of such payment in the Government depositary reports 
on which the data in the Treasury daily statement are predice ted. 

The pattern of corporation income and profits tax collections by months through- 
out the current fiscal year will differ from prior years due to the speedup of corpo- 
ration tax payments provided for in the Revenue Act of 1950. This act provided 
for a gradual increase, over a 5-vear period, in the installment payments made by 
corporations in the first and second quarters following the end of each taxab| 
year, and a corresponding decrease in the installment payments made in the third 
and fourth quarters. For example, a corporation making installment payments 
on its income-tax liability for the calendar year 1951 was required to pay at least 
35 percent of its total tax in March 1952, 35 percent in June 1952, 15 percent i: 
September 1952, and 15 percent in December 1952. The same corporation, ir 
making installment payments on its income-tax liability for the calendar year 1952 
was required to pay at least 40 percent in March 1953, 40 percent in June 1953 
10 percent in September 1953, and 10 percent in December 1953. In payment of 
its income-tax liability for the calendar vear 1953, the corporation will pay at 
least 45 percent in March 1954, 45 percent in June 1954, 5 percent in September 
1954, and 5 percent in December 1954. For taxable years ending on or after 
December 31, 1954, the transition to a 2-installment system will have been com- 
pleted, and the entire tax is to be paid in the first 2 quarters following the end of 
the taxable year. 

The pattern of excise tax collections by months throughout the current fiscal 
year also will differ from prior years due to the recent changes in the methods by 
which excise taxpayers file their returns and report their taxes to Internal Revenue 
district offices. Instead of filing monthly tax returns, excise taxpayers now report 
their taxes on a new quarterly excise tax return, form 720. The new quarterly 
return must be filed on or before the last day of the month following each quarter 
with an additional 16 days allowed for filing if the return is accompanied by 
depositary receipts showing timely deposits in full payment of the taxes due for 
each month of the quarters. The first return on form 720 was due October 31, 
1953 (or November 10, 1953, in cases where the additional 10-day period applied 
covering the quarter ended September 30, 1953. The return on form 720 covering 
the quarter ended December 31, 1953, was due January 31, 1954, or February 10, 
1954. The taxes affected by this change include all of the taxes designated as 
‘Manufacturers’ excise taxes’”’ and ‘‘Retailers’ excise taxes’’ and all but a few of 
the excise taxes classified under the ‘‘ Miscellaneous tax’’ category. 


OBLIGATIONS 


Mr. Gary. On page 2 of the record, you show obligations through 
November. Can you give us now the obligations for any month 
subsequent to November? 

Mr. Vance. Yes, I can give you the obligations through January. 
Do you mean the overall obligations? 

Mr. Gary. Yes. 

Mr. Vance. I have a complete statement on that. 

If you like, I will give you a summary and put the detail in the 
record. 

Mr. Gary. I think that is best. Just give us a summary and pul 
the complete statement in the record. 
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Mr. Vance. The obligations through January 31 for salaries, 


| $139,158,745; for travel, $3,374,496; for other expenses, $14,804,186. 


These expenses are other than travel and salaries. 

If 1 might inject a thought there to point out to the committee that 
historically our expenditures for other objects are disproportionately 
heavy in the first 6 months of the year. As you know, the nature of 
our operation is such that expenses such as printing costs are ex- 
tremely heavy in the first 6 months. Consequently, during the first 


'6 months, we have spent fourteen-million-and-some-odd dollars and 


for the balance of the year, we have projected or estimated obligations 
in that fund of only $6,800,000. When we discuss with the committee 
the effect of additional postage costs it should be pointed out that the 
payments to the Post Office Department for the remainder of the 
year must be financed from the balance remaining in this account; 
" The total amount of obligations through January is $157,558,241 
and the estimated obligations for the balance of the year, $112,029,101. 


' The total estimate for the year is $269,587,342. 


If you like I would be glad to insert a breakdown on that. 

Mr. Gary. I wish you would insert the breakdown on this point 
in the record. 

Mr. Vancr. Yes. 

Mr. CanFIELp. At this point, without exception, it will be inserted 
in the record. 

(The material referred to follows:) 


INTERNAL REVENUE SERVICE 
Estimated obligations, fiscal year 1954 
1. Salaries, permanent: 


Actual obligations July 1, 1953, to Jan. 31, 1954_____-___ $139, 158, 745 
Going rate Jan. 30 projected (108 days)___________-_- 99, 193, 863 


wetimated for year. «<2 215 .---. 238, 352, 608 

2. Salaries, temporary: 
Actual obligations July 1 to Jan. 31__.-.--_--- BULLS 220, 814 
Estimated obligations Feb. 1 to June 30______________- 3, 300, 078 
matimated for year. 3, 520, 892 

Actual obligations July 1 to Jan. 31__....-----_--- ues 3, 374, 496 
Estimated obligations Feb. 1 to June 30______________~- 2, 652, 953 
Estimated for 6, 027, 449 

4, Other expenses: 
Actual obligations July 1 to Jan. 31________-_--_------- 14, 804, 186 
Estimated obligations Feb. 1 to June 30_____-___-_____--_- 6, 882, 207 

5. Total: 
Actual obligations July 1 to Jan. 31__-_-_-.------------ 157, 558, 241 
Estimated obligations Feb. 1 to June 30____--___--_-- - 112,029, 101 


269, 587, 342 
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Analysts of other expenses 
A. Postage: 


Actual obligations July 1 to Dec. 31_._...-.....--.2---- $2, 045, 004 
Estimated obligations, Jan. 1 to Jun. 30_...__.-_____._.. 1, 563, 94) 


B, Other contingent expenses: 
Actual obligations, July 1 to Jan. 31__..--_..._-_._____-- 6, 050, 834 
Estimated obligations, Feb. 1 to June 80_______________- 3, 371, 876 


C, Equipment: 
Actual obligations, July 1 to Jan. 31__- 


Estimated obligations, Feb. 1 to June 30 


D. Stationery supplies: 
Actual obligations, July 1 to Jan. 31_______-___ lee 204, 682 
Estimated obligations, Feb. 1 to Jume 141, 318 


FE. Experts’ and witnesses’ fees: 


Actual obligations, July 1 to Jan. 31.....-..---- ee 26, 210 
Estimated obligations, Feb. 1 to June 30 ee wad 45, 790 
F, Rewards to informers: 
Actual obligations, July 1 to Jan. 31_......-...-.--- ae 378, 882 
Estimated obligations, Feb. 1 to June 30_____ a 122, 036 
G. Printing and reproduction: 
Actual obligations, July 1 to Jan. 31___._.-....-.-- 2... 5, 390, 440 
Estimated obligations, Feb. 1 to June 30 '_______ 899, 560 
H. Total: 
Actual obligations, July 1 to Jan. 31__..___..22-_- Saitasts 14, 804, 186 
Estimated obligations, Feb. 1 to June 30_______________- 6, 882, 207 


Watimated for year... bs 4 21, 686, 393 
1 Major tax forms obligated during first half year. Balance remaining primarily for purchase of reveni 
stamps. 


BACKLOG OF WORK 


Mr. Gary. What is the situation with regard to the backlog of work 
that has accumulated during the past few years? 

Mr. Detx. May I answer that off the record first? 

Mr. Gary. Yes. 

(Off the record discussion.) 

Mr. Canriexp. I think you could put that on the record. 

Mr. Dux. I will prepare a more concise statement. 

(The statement is as follows:) 

The so-called must jobs in revenue collection require the receipt and processing 


of returns voluntarily filed and deposits of taxes voluntarily paid. 
From that point on, enforcement is largely what we make it. 
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Experience has demonstrated the need to audit a substantial segment of the 
tax returns voluntarily filed. This segment is, however, far in excess of the man- 
power available for such audit. Over the years we have consistently followed 
the practice of selecting from the mass of tax returns those blocks with character- 
istics normally indieative of error. A further screening job has always been 
made in respect to these blocks to make certain that we pinpoint our efforts in 
the direction of only those cases which are actually in most need of audit. Even 
this selection process has resulted in the accumulation of backlogs of prior year 
returns which are in great need of audit but which have not been audited. Con- 


) tinued attention to these returns has prevented us from tackling the more current 


returns for the tax year 1952. Recently we have shifted our efforts in order to con- 
centrate more specifically on the 1952 returns. In connection with such audits 
we propose to pick up related returns for earlier years. Those not so picked up 
will be returned to files. In this way we have undoubtedly, at some substantial 
revenue loss, passed over many of the back year returns in an effort to reduce 
the so-called backlogs in the audit area. Thus, it will be seen backlogs in the 
audit area are of our own making and can be reduced or increased in accordance 
with our selection policies. We have chosen to reduce these backlogs through 
the selection of a number of returns more in line with our available manpower. 
It should be emphasized, however, that the number of returns selected and the 
available manpower do not in any sense represent the full effort which should be 
made in the audit of returns. 

Backlogs which stem from the voluntary filing of returns and the audit work 
over which we have no control represent work which must be performed and to 
which I have previously referred. These backlogs include: 

(1) The collection of delinquent accounts, particularly as represented by dis- 
traint warrants. In this case the record shows as of December 31, 1953, distraint 
warrants numbering 1,304,000 and aggregating $974 million, wbich figures are 
the highest of record. 

(2) Refunds of taxes overpaid through withholding. Each year some 30 
million refund checks must be issued due to overpayments through withholding. 
As of February 25, 1954, we have been able to schedule only 6,658,000 refunds 
as compared with 7,951,000 a year ago, 

(3) , a nba protests of proposed assessments. Once a taxpayer protests a 
proposed deficiency, it is essential that we follow through on the ease. The 
record shows that conference work in the Appeals Division is on an average 18 
months later than the initial discovery of the proposed deficiency. This time lag 
is detrimental to good administration and efforts are now being made to reduce 
it to 9 months. 

We have lost ground in our efforts to reduce these “must” backlogs during 
the first half of this fiseal year mainly because of lack of personnel. Due to the 
condition of the civil-service registers we have been unable to recruit the technical 
personnel for which we have funds available in this year; however, we have 
made considerable progress along this line since January 1 of this year, and we 
feel that we will be fully recruited by April 1. 

The program which the Commissioner has outlined for the current year con- 
templates the full use of the amount appropriated and if any reduction is made 
in the estimate before you it would be necessary to diseontinue the hiring of 
additional revenue agents and collection officers and cancel some of the commit- 
ments already made. 

The curtailment of our recruiting program would tend to increase our backlogs 
and would certainly have a material effect on revenue receipts. The loss in 
revenue cannot be accurately estimated for this year, 


Mr. Passman. I have just one question, Mr. Delk. 

The funds requested in the amount of $3,600,000 is solely to pay 
for the penalty mail incurred during fiscal year 1954? 

Mr. Dex. That is correct. 

Mr. Passman. That is all. 

Mr. Canrietp. Thank you, gentlemen. 
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Bureau or Narcotics 


WITNESSES 


H. J. ANSLINGER, COMMISSIONER OF NARCOTICS 
GARTH B. THOMAS, BUDGET OFFICER 


SALARIES AND 


Mr. The committee will now come to order for the| 
urpose of receiving a supplemental request from the Bureau oj) 
arcotics, salaries and expenses, $67,500. 


TORT CLAIMS | 
According to the message of the President and the Director of the | 
Budget, the United States District Court for the Eastern District of | — 
Texas December 14, 1953, approved the compromise settlement o/ | 

four tort claims aggregating $67,500. 
These claims are required by law to be paid from the appropriation 
for the Bureau of Narcotics. 


Present today are Dr. Harry J. Anslinger, Commissioner of — 


Narcotics, and Mr. Garth B. Thomas, budget officer. 
Dr. Anslinger, do you have a statement that you wish to make 
concerning these? 
Mr. Ansuincer. Mr. Chairman and distinguished members of the | 
committee, in December 1952, one of our agents had been making | 
investigations in west Texas, and he was going along a country high- 
way there, and he tried to pass a car going in the same direction. As 
he pulled out, he saw two cars coming toward him. These two 
cars—of course, one fellow was trying to pass the man coming in the | 
opposite sirection. They maneuvered back and forth, and there was 
a head-on collision. 
One man in the on-coming car was killed, and there were, I think, | 
three other people seriously injured, including the agent. There is | 
not any question about the fact that, I think, our agent was at fault. 
It was one of those unavoidable accidents, and the Government was 
sued for $430,520. The Department of Justice thought that they got 


a good settlement in this case for $67,500, and the judge in the case | 


| 


said that he thought that was a very fair settlement in favor of the 
Government. 

The reason we are asking for the money is we just could not absorb 
this in the present appropriation. The Bureau of the Budget has 
taken this money into consideration in making its allotment. We are 
now in a position where we have had to cut down in a number of dis- 
tricts. e cut down the purchase of evidence, travel, and we are 
this much in the hole right now—this some $60,000. 

If we do not get it, we will just have to probably suspend operation: 
for the month of June. 

May we go off the record a moment. 

Mr. Canrietp. Yes 

(Discussion off the record.) 

Mr. Ansuiincer. If we have to absorb this, it would be quite a 
hardship. 
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Mr. Gary. You said the agent was killed? 
Mr. Ansuincer. No, the agent was seriously injured. All of these 


}people are out of the hospital now. But one man in the on-coming 


car was killed. We felt that we got out of that pretty fortunately. 
This is the worst accident we have had. We have absorbed all 
other tort damages. 
JUSTIFICATION OF ESTIMATES 


Mr. CanFietp, Dr, Anslinger, pages 5 through 8 of the justification 
will be inserted in the record at this point. 
(The above-mentioned document is as follows:) 


Bureau or Narcorics—SaALartes AND 
For an adaitional amount for ‘Salaries and expenses,’’ $67,500 


Schedule on supplemental appropriations and revised estimates 


1. Present appropriation or estimate $2, 790, 000 
2. Additional amounts available + 30, 000 
4. Apportionments: 
Ist quarter 720, 125 
2d quarter 759, 247 
3d quarter 654, 975 
4th quarter. 652, 227 
Budgetary reserves____ 33, 426 
5. Total apportionments and reserves : . 2, 820, 000 
6. Obligations: 
Ist quarter (actual) 718, 600 
3d quarter (estimated) 2. 753, 250 
4th quarter (estimated) : 685, 950 
7. Total actual and estimated obligations................. 2, 887, 500 
8. Less total amount available 
9. Estimated supplemental required 67, 500 


10, Estimated supplemental included in latest 
11. Date needed: 
For obligation, May 15, wi 
For expenditure, July 15, 1954 hd 
12. Estimated expenditures from supplemental: 
In budget Revised 
In current fiscal vear_ ne dak doe JJ. $67, 500 


13. Actual obligations last 3 months: 
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This supplemental appropriation estimate for the current fiscal year is mac 
necessary as a result of a compromise settlement of four tort claims by the Unit 
States District Court for the Eastern District of Texas. The court’s orde: | 
dated December 14, 1953, approved these settlements as follows: 


Civil Action No. 870, Mrs. Willie F. Spruill, et al-......--. ~~. $19, 5m 
Civil Action No. 925, James Alton Bowen. ____..____.._-___-_____-- 22, Oo 
Civil Action No. 939, Billy Eugene McFuen___....-..-.---.2..-. 2. 9, 000 
Civil Action No. 941, Samuel Hulon Smith 17,00 


A brief history of the cases involved: 
“On December 23, 1952, at approximately 4 p. m., Narcotic Agent Bowmay 


G. Taylor, driving Government automobile N-—1742 (1950 Pontiac) while oy | 


official duty was involved in an accident with a 1950 Chevrolet owned and oper. 
ated by Willie Elmer Spruill. The accident occurred on United States Highway 
No. 75 about 2.7 miles north of Plano, Tex. Agent Taylor was going south and 
attempted to pass a vehicle in front of him. After pulling into the left-hand 
lane of the highway he saw the Spruill car ahead of him without sufficient spa 
to get back into the right-hand lane of the highway. A head on collision occurred 

“Willie Elmer Spruill was killed almost instantly and his automobile severely 


damaged. Billy Eugene MeEuen, Samuel Hulon Smith and James Alton Bowen, | 


passengers in the Spruill car were seriously injured as was Agent Taylor. 

“Suit was filed against the Government in the Eastern District of Texas by 
the widow of Willie Elmer Spruill and his parents in the total amount of $120,520 

“James Alton Bowen filed suit in the total amount of $100,000, Samuel Hulo: 
Smith filed suit in the total amount of $100,000, and Billy Eugene Meluen filed 
suit in the total amount of $110,000. 

“Since the Department of Justice was of the opinion the cases could not be 
defended successfully, the above settlement agreement was reached with the 
plaintiffs.”’ 

The day-to-day operations of the Bureau for the first 6 months of the fiscal 
year have been proceeding at a rate in excess of those previously estimated. As 
a result, the Bureau has ordered its district offices and field offices to reduce third 
quarter operating expenses by 20 percent in order to offset the increased rate of 
expenditure for evidence purchased during the preceding 2 quarters. However, 
such a control will definitely curtail the effectiveness of the Bureau in carrying 
ut its assigned mission, 

This reduction of expenses will bring the operations of the Bureau within the 
budget estimate and authorized appropriation but will leave no funds available 
for payment of such large compromised settlements resulting from tort claims 


Mr. Canrietp. Did you indicate that Mr. Thomas has something 
further to say now? 

(Discussion off the record.) 

Mr. Canrtevp. For the record now. 


APPORTIONMENT OF FUNDS 


Mr. Tomas. As you know, our appropriation for this current 
fiscal year is $2,790,000. We had approved apportionments through 
March 31, 1954, of $2,134,347. 

However, on a straight monthly basis, if we had divided the budget 
on a 7-monthly basis, we would have received $1,627,500. 

However, they did not apportion us $1,627,500; and our obligations 
ran $1,681,900, which on a 7-month basis we would have used up 
that apportionment and we would have been in the hole $54,400. 

However, apportioning more than a monthly basis would show we 
are not in the hole, of course; but the Bureau has ordered a reduction 


of expenditures in all of the district offices by 20 percent for the third | 
uarter to make up this excess expenditure in the first 2 quarters of | 
e fiscal year, and we are hoping that by reducing expenditures in | 
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Mthe district offices by this 20 percent, that in the third quarter we 
will get on an even footing. 

Mr. Canrretp, Mr. Thomas, is this reduction that you have just 
mentioned without regard to the amount herein listed? 

Mr. Tuomas. No, sir, it is not without regard to the amount herein 
Frequested. It is from a straight operating viewpoint that we have had 
to reduce operating expenses. 

Mr. Canrienp. If you had to absorb this amount, you would be 
forced to reduce even further? 

Mr. Tuomas. Yes. 
> Mr. Canrievp. Is this instant request, Dr. Anslinger, the only tort 
‘claim that you would be requesting funds for during the current fiscal 
| Mr. AnsuInGerR. Yes, sir; we are always absorbing them. We 
Phave always absorbed our tort claims. 

Mr. Canrietp. Does the claim involve interest on the amount of 


the settlement until payment is made? 
| Mr. Ansuincer. Mr. Chairman, I think the court did say if this is 
prot settled soon you will have to pay more. There is that possibility; 
yes, sir. 
' I thought that we were getting a big break here in view of the 
}amount that we were sued for, which was some $400,000. 
. Mr. Canrretp. Have you had many cases like this? 


Mr. Ansuincer. This is the only case we have had of this kind, 
Sand most of the cases run from $500 to $1,500, and we absorb all 
those in our appropriations. This was just a little too tough. 
+» Mr. Canrretp. Mr, Thomas, do you have money for actual obliga- 
tions to date? 

Mr. Tuomas. We have the obligations, sir, through January 31 and 
that figure is $1,681,900. 

Mr. Canrretp, Mr. Gary. 

Mr. Gary. Do I understand you have a court judgment for this 
amount? 

' Mr. Anstrncrr. I am not sure that it is a judgment. This was a 
‘settlement that was arrived at between the Department of Justice 
and the plaintiffs. 

Mr. Gary. In court? 

Mr. AnstinGer. Yes, in court, and the judge sat in on the settle- 
ment, and he thought it was a very fair settlement and indicated 
' that it should be paid, otherwise it might be more if it goes on. 

That was his probably just off-the-record statement. There is not 
much question about the fact that our agent was at fault. You could 
not say it was negligence. It is one of those things that happens on 
a narrow highway with four cars all trving to go at once in different 
directions. 

Mr. Gary. What did you say was the condition of the agent? 

Mr. AnstanGer. The agent was very seriously injured. He had 
his jaw broken, teeth knocked out, and, I think, concussion. He was 
in the hospital for some time; but he is well and working now. 

All the other people have recovered, too. 


; Mr. Gary. Except the one man who was killed. 


Mr. Ansuincer. Yes, except the man who was killed. 
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Mr. Gary. That is all. 

Mr. Vursetu. Who was the man that was killed? 

Mr. AnsLINGER. His name was Willie Elmer Spruill. 

Mr. Vurse.u. Was that settlement of $19,500 to take care of the 
damages therein? 

Mr. Ansutincer. The Spruill case was settled for $19,500. That 
was the case of the dead man. Evidently Mr. Bowen got more than 
the dead man. The widow of Spruill filed for $120,000. 

Mr. Vurse.t. In other words, you are settling all of these claims 
that run up to $430,520 for $67,500? 

Mr. Anstinaer. Yes, for $67,500. 

Mr. Vurcety. Who arranged that settlement? 

Mr. Anstincer. The Department of Justice, the United States 
attorney in the district. 

Mr. Vurceu. Providing settlement was made, would that fore- 
close any further suits on these cases? 

Mr. ANsLINGER. Yes, that will close the case. 

Mr. Vurcety. That is all, Mr. Chairman. 

Mr. Canrretp. Mr. Passman. 

Mr. Passman. Dr. Anslinger, I want to ask you a question off the 
record. 

(Discussion off the record.) 


PENALTY MAIL 


Mr. PassMan. In your request for a supplemental appropriation, 
you have not asked for fond for what we refer to as penalty-mail 
costs for payment to the Post Office Department. Have you absorbed 
that out of your regular appropriation? 

Mr. Anstincer. Yes, up to the amount of about $1,400 per 
quarter. 

Mr. Passman. The $1,400 reduces the amount available for the 
fiscal year 1954? 

Mr. Tuomas. Yes, sir. 

Mr. PassmMan. But in your request for the new fiscal year 1955, you 
did request funds for penalty mail; did you not? 

Mr. Tuomas. Yes, sir. 

Mr. Passman. That is all, Mr. Chairman. 

Mr. Ansuincer. I would just like to point out, Mr. Chairman, that 
I think this is the second time in 20 years I have come up here for a 
deficiency. 

Mr. CanrigeLp. Yes, we know how you hate to do that. 

Mr. Anstincer. This has been very painful. 

Mr. Canrievp. Dr. Anslinger, before we go, do you have in mind 
any problems that you think you might want to explore with the com- 
mittee while we are siting this morning? 

First, may I say this: it is good to hear that the Treasury has an 
interdepartmental committee who keep the narcotic problem under 
constant review. You might want to say something about that. 

Mr. Ansuincer. This is off the record. 

(Discussion off the record.) 

Mr. Canrietp. Thank you, Dr. Anslinger. 
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SUBCOMMITTEE ON DEPARTMENT OF DEFENSE APPROPRIATIONS 

RICHARD B. WIGGLESWORTH, Massachusetts, Chairman 
ERRETT P. SCRIVNER, Kansas GEORGE H. MAHON, Texas 
GERALD R. FORD, Jr., Michigan HARRY R. SHEPPARD, California 
EDWARD T. MILLER, Maryland ROBERT L. F. SIKES, Florida 
HAROLD C. OSTERTAG, New 


York 
ROMAN L. HRUSKA, Nebraska 


Wepnespay, Marcu 10, 1954. 
DEPARTMENT OF DEFENSE 
CLAIMS 
Mr. WiccieswortH. Reference is made to House Document No. 
330 in which there is proposed language in connection with the appro- 


priation ‘Claims’ under the Department of Defense. The language 
is as follows: 


Not to exceed $2,500,000 may be transferred to the appropriation granted 
under this head for the fiscal year 1954, from such appropriations, available to 
the Department of Defense only for the current fiscal year, as may be designated 
by the Secretary of Defense. 

There will be inserted in the record at this point the justifications 
for the change and also the prepared statement of the Department. 

(The matter referred to is as follows:) 


EXPLANATION OF SUPPLEMENTAL EsTIMATES, FiscaLt YEAR 1954 
CLAIMS, DEPARTMENT OF DEFENSE 


Erplanation of revised program requirements , 


For fiscal year 1954 the Department of Defense requested and the Congress 
appropriated $6 million to provide for the payment of all noncontractual claims 
of the Office of the Secretary of Defense and the Departments of the Army, Navy, 
and Air Force. In developing the estimate of $6 million for fiseal year 1954, con- 
sideration was given to a number of factors which influenced the amounts required 
for payment of claims under this appropriation. Such factors included, among 
others, the overall size of the Military Establishment; the number of personnel in 
activities overseas; number of troop movements, maneuvers, and training activi- 
ties; reports of accidents and losses; and an analysis of the pending cases under 
consideration. However, the nature of the purposes for which these funds are 
provided makes it difficult to predict with any degree of accuracy and very far in 
advance the amounts which will be required. 

During the first 6 months of this fiseal year, $4,242,153 has been obligated for 
the payment of ‘‘Claims’’ adjudicated or compromised Based on these obliga- 
tion data, reports of pending cases under consideration, and a current reevalua- 
tion of significant trends, additional funds in the amount of $2,500,000 will be 
required in fiscal year 1954. 

It will be observed from the attached table that $2,018,500, or over 80 percent 
of the $2,500,000 anticipated deficiency during the current year stems from the 
tort claims. Estimates as submitted with the President’s budget for fiscal year 
1954 for this category provided $600,000 for Federal tort claims, $450,000 for 
foreign tort claims, $280,000 for noncombat activity claims, $1,015,000 for com- 
promise settlements, $4,000 for property damage claims and $17,000 for claims 
resulting from National Guard activities, or a total of $2,366,000. Of the antici- 
pated increase of $2,018,500 for tort claims approximately $1,350,000 is a result 
of compromise settlements to be completed by the Attorney General in collabo- 
ration with the military departments and approved by the United States district 
court in which filed. Amounts awarded in personal injury cases are most difficult 
to estimate, and it is now apparent that the original amount requested for this 
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type claim was estimated at far too low a figure. All compromise settlement; 
involve cases in excess of $1,000 and, in many instances, represent very larg; 
amounts. As the settlements vary greatly as to quantum, the relationship of thy 
number of cases to total dollar requirement is not very significant. Althougt 
compromise settlements have been increasing, it should be noted that the acta 
settlements are averaging only about 25 percent of the amount claimed and are 
substantially less than would be awarded if the claim were to go to judgment jp 
the courts, 

The balance of the anticipated deficiency under the category of tort claims 
includes $175,000 for noncombat activity claims and approximately $250,000 
each for Federal and foreign claims. Additional amounts for these type claims 
are necessary because settlements are averaging much larger than what was 
expected for these claims during fiscal year 1954. Also, the number of claims 
settled and expected to be settled this year is larger than that used in computing 
the original estimate for Federal, foreign, and noncombat activity claims. 

An additional amount of $337,000 is required for personnel claims principal 
for payments arising from the correction of military and naval records pursuant 
to Public Law 220, 82d Congress, approved October 25, 1951. This statut 
authorizes the repayment of fines, forfeitures, or the payment of pay lost on 
account of military or naval service where the official records are ordered corrected 
by the proper board. Requests for correction of military or naval records must 
be filed by the claimant, his heirs at law, or legal representatives, within 3 years 
after his or their disvovery of the alleged error or injustice, or within 10 years 
after the enactment of the act. 

The revised estimate for “Admiralty claims” is $515,000 compared to $390,000 
in the original estimate for fiscal year 1954. The original estimate was made 
on the basis that one large claim pending settlement at the time would be paid 
during fiscal year 1953. That claim in the amount of $175,000 was actually 
paid the early part of this year. It is felt that approximately $55,000 of the 
amount of this claim, which was not included in the original estimate for fiscal 
year 1954, may be absorbed in the amount presently available for this category, 
and only an additional $120,000 will be required for admiralty claims. 

Under the category of ‘Other miscellaneous claims’’ it is estimated that an 
additional amount of $24,500 will be required to indemnify the Post Office 
Department for funds embezzled or for claims arising from error, loss, or defalca- 
tion by unbonded mail clerks and commissioned officers. Prior to fiscal year 
1954, requirements for funds to indemnify the Post Office Department were 
limited to the Department of the Navy. However, Public Law 57, 83d Congress 
(approved June 6, 1953) authorized the Departments of the Army and Air Force 
to designate military personnel as postal clerks and provided for indemnification 
to the Post Office Department for defalcations in lieu of requiring bonds. The 
original estimate did not provide for any payments under this statute. The addi- 
tional amount of $24,500 required for this category is for anticipated 


payments 
by the Departments of the Army and Air Force under this act. 
Estimated 
Actual obli- | require- | Revised esti-| Presently 
ations ments for mates for available ont 
through balance of fiscal year fiscal year fi 
Dee. 31, 1953} fiscal year 1984 1954 ral 
1954 

Personnel! claims... .. $1, 833, 033 $1, 656, 967 $3, 490, 000 $3, 153, 000 337, 000 
Tort claims_...._.._.. 142, 602 2, 289, 898 4, 432, 500 2, 414, 000 2, 018, 500 
Admiralty claims... _. az 250, 764 264, 236 515, 000 395, 000 120, 000 
Miscellaneous claims ........._.- 15, 754 46, 746 62, 500 38, 000 24, 500 
Wateh. 6 ic ok 4, 252, 153 4, 257, 847 8, 500, 000 6, 000, 000 2, 500, 000 


SraTeMENT oF Lr. Cou. C. C. Taytor, JAGC, USA, Crarms Liarson Orricer, 
JAGO, DerarrMEeNntT oF THE ARMY, BEFORE THE ARMED SprRvVICES SuBcom- 
MITTEE OF THE SBNATE APPROPRIATIONS COMMITTEE IN CONNECTION WITH 


SUPPLEMENTAL EsTIMATES FOR THE APPROPRIATION “CLAIMS, DEPARTMENT 
or Drrenss, 1954’’ 


Mr. Chairman and members of the committee, the appropriation ‘Claims, 
Department of Defense’ provides funds for the payment of all noncontractual 
claims against the Department of Defense as authorized by law. It includes 
claims under the general categories of military and civilian personnel claims, 
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marine casualty claims, tort claims, claims arising from the correction of military 
and naval records, and similar type cases. The estimates consolidate the require- 
ments for payments of such claims against the Office of the Secretary of Defense 
and the Departments of the Army, Navy, and Air Force. 

For the fiscal year 1954, the Congress provided $6 million for these purposes— 
the same amount as was appropriated for the fiscal year 1953. 

The nature of the purposes for which these funds are provided makes it difficult 
to predict with any degree of accuracy and very far in advance the amounts which 
will actually be required. The general indicators which, from past experience, 
we can use as broad guidelines to arrive at an approximation of these amounts, 
are the size of the Armed Forces, the number of troop movements, maneuvers, 
and training activities which unfortunately result in an increase in the number 
of accidents involving injury or damage to persons and private property. The 
increasing number of claims received this year is a reflection of the increased size 
and scope of military activities during the last 3 years. The factors which have 
ea us to the conslusion that additional funds will be required for this fiscal year 
ollow: 

The greatest need for increased funds for the payment of claims is in the field 
of tort claims, principally to defray the costs of compromise settlements by the 
Department of Justice and approved by the United States district court in which 
the suit was filed. Approximately $2 million more will be required to pay our 
tort claims than was originally estimated. An increase in the number of adminis- 
trative tort claims accounts for $200,000 of the needed $2 million; the increase in 
average amount paid in compromise settlement of suits and a 25 percent increase 
in the rate of settlement necessitate the remainder of approximately $1,400,000. 
During the past 6 months, more of these settlements for substantial sums have 
been effected than in any 6-month period in our experience. While some of them 
are for large sums, amounting to as much as $145,000, they are considerably less 
than the amounts which otherwise we would be required to pay if the case were 
permitted to go to a judgment. For example, one consolidated suit against the 
Air Force amounting to over $360,000 resulted in judgment for the plaintiffs of 
over $225,000. 

The second category of claims for which additional funds are required is military 
personnel claims. Public Law 439, passed by the Congress and approved July 
3, 1952, amended the Military Personnel Claims Act of 1945 to permit the settle- 
ment ot claims arising in the past 14 years which had not previously been settled 
due to a failure to file within the time specified in the original law and to broaden 
the scope of the act by authorizing payment ot such claims to certain designated 
surviving relatives of deceased personnel. The full effect of this law has now been 
felt and the Army has approximately 1,000 cases still pending under the provisions 
of this amendment and is receiving additional claims at the rate of approximately 
50 a month despite the expiration of the deadline for filing such claims; as these 
claims were received by claims officers and other governmental agencies prior to 
the deadline of July 4, 1953. The Army is handling all such claims against the 
Army Air Corps prior to 1949. The Navy has approximately 200 such cases 
pending and is receiving a few cases each month. 

Approximately $350,000 more than was previously estimated will be required 
due to our reevaluation of the number of claimants who would have valid claims 
under the provisions of Public Law 439, and a review of the actual amounts of 
each award made by the service boards for the correction of military records. 

An additional $120,000 is required, representing several large claims, for 
admiralty losses; and $24,500 will be needed for the payment of post-office claims, 
as a result of the passage of Public Law 57 during the first session of this Congress. 

An additional $425,000 will be required for the tort claims largely to cover an 
increased number of foreign and noncombat activity claims. 

During the first 6 months of this fiscal year a total of $4.2 million has been 
obligated under this appropriation, against which actual expenditures of $3.8 
million have been made. 

In view of these factors, it now appears that $8.5 million will be required for 
claims to be settled this fiscal year, or $2.5 million more than the amount originally 
appropriated, 

Retirep Pay 


_Mr. WiecteswortH. There is also contained in House Document 
No. 330 proposed language for retired pay, as follows: 


The limitation under this head in the Department of Defense Appropriation 
Act, 1954, on the amounts that may be transferred thereto from other appropria- 
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The justification of the language and the prepared statement of the 
Department will be inserted in the record at this point. 
(The matter referred to is as follows:) 


EXPLANATION OF SUPPLEMENTAL Estimates, Fiscan Year 1954 
RETIRED PAY, DEPARTMENT OF DEFENSE 


Explanation of revised program requirements 


For the fiseal year 1954 Congress appropriated $365 million for retired pay and 
authorized the transfer of an additional $10 million from other appropriations 
available to the Department of Defense as may be necessary. Subsequent to 
the submission of the original estimated requirements of $375 million, changes 
developed which were not consistent with such original estimates. These changes 
have resulted in an additional requirement of $12 million. 

The original estimate for the fiscal year 1954 provided for a year-end strength 
of annuitants on the rolls of 164,005. It is now estimated that, based on current 
trends, the year-end strength for fiscal year 1954 will total approximately 168,025, 
or an increase of 4,020 additional annuitants over and above what was originally 
estimated for this year. This increase in the number of annuitants over and above 
what was estimated for the fiscal year 1954 results primarily from the release 
from active duty of fleet reservists, the forced separation program of Reserve 
officers, the forced retirements under the Officer Personnel Act of 1947, and an 
indicated increase of members retired for temporary disability. An analysis of 
the rate of increase on the rolls and the obligations incurred in the first half of this 
year indicates that the majority of these additional annuitants have reached the 
rolls by December, which will result in an increase of approximately 3,651 man- 
years at an estimated cost of approximately $8.7 million. 

The average annual rates which were used as a basis for projecting the original 
estimates for the fiscal year 1954 are somewhat less than the average rates which 
have been attained for the first 3 months for this fiscal year. These increases in 
the average annual rate, together with the adjustments in rates occasioned by the 
additions to the retired rolls, have resulted in an increase of approximately $3.3 
million in the original estimate. The revised estimates for the fiscal year 1954, 
based on these changes, provide for a year-end strength of approximately 168,025, 
with an average strength of 162,644 for a total cost of $387 million. This revised 
estimate makes no provision for deductions or payments as provided under the 
Uniformed Services Contingency Option Act of 1953. 

Schedules showing the number of annuitants and the estimated additional 
requirements for fiscal year 1954 follow: 


Number of annuitants on retired rolls 


Actual, Actual, Actual, Actual, Actual, 
June 30, June 30, July 31, Aug. 31, Sept. 30, 
1952 1953 1953 953 1953 


1 
61, 901 66, 918 67, 953 68, 614 69, 182 
Temporary disability....................-- 4, 962 9, 438 9, 976 10, 179 10, 351 
Permanent disability_..................... 62, 869 64, 493 64, 563 64, 485 64, 309 
11, 515 13, 466 13, 786 14, 047 14, 547 
dog 141, 247 154, 315 156, 278 157, 325 158, 389 
Actual, Actual, Estimated 


Actual, 
Oct, 31, 1953 | Nov. 30, 1953 | Dec. 31, 1953 | Jun. 30, 1954 


70, 048 70, 606 71, 195 73, 180 
Temporary disability. .............-.........-. 10, 694 11, 046 11, 306 13, 257 
Permanent disability_..................-....... 64, 642 64, 790 64, 889 66, 118 
D. Sedkbliddmebedecsweeduddéseucebune 14, 826 14, 979 15, 241 15, 470 
en 160, 210 161, 421 1 162, 631 168, 025 


' Excludes 34 survivors of annuitants receiving payments pursuant to the Uniformed Services Contingency 
Act of 1953, for which no provision was made in this estimate. 
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Additional requirements 


: | Estimated vi | 
Actual | requirements| Revised Presently | Amount of 
obligations |" for balance estimates available, |supplemental 
throug f fiscal vear | F fiscal year | 9.04) vear 1954/fiscal year 1954 
Dee. 31, 1953 | ° 1954 


| | 


$90, 889, 704 | $178, 419, 900 $168, 300, 500 | +$10, 119, 400 


Temporary disability_.......... 6, 638, 186 7, 967, 914 | 14, 606,100 | 12, 749, 800 +1, 856, 300 
Permanent disability... _......- 82, 824, 425 83, 467,075 | 166,291, 500 | 169, 140, 700 —2, 849, 200 
Fleet Reserve -. --.----- | 13, 573, 440 14, 109,060 | 27, 682, 500 | 24, 809,000 | +2, 873, 500 
a | 1 190, 566, 247 | 196, 433, 753 | 387,000, 000 | 
| 


375, 000, 000 +12, 000, 000 


i Excludes payments in the amount of $3,866 to survivors of annuitants. 


SraTeEMENT OF J. R. Lortis, Direcror, Orrice or ADMINISTRATIVE SERVICES, 
OFFICE OF THE SECRETARY OF DEFENSE, BEFORE THE ARMED SBPRVICES 
SvuBCOMMITTFE OF THE Housr APPROPRIATIONS COMMITTEE IN CONNECTION 
Wits SupPLeEMENTAL EstTimMaTEs FOR THE APPROPRIATION “RetTiIRED Pay, 
DEPARTMENT OF DEFENSE, 1954” 


Mr. Chairman and members of the committee, the appropriation ‘Retired 
pay’? provides funds for retired and retainer pay, as authorized and at rates 
yrescribed by law, for military personnel on the retired lists of the Army, Navy, 
arin Corps, and Air Force. These estimates represent a consolidation of the 
requirements of the military services and include commissioned officers, warrant 
officers, enlisted personnel, female nurses, and members of the Women’s Specialist 
Corps, and retainer pay of the Fleet Reserve of the Navy and Marine Corps. 

For the fiscal year 1954 Congress appropriated $365 million for retired pay and 
authorized the transfer of an additional $10 million from other appropriations 
available to the Department of Defense as may be necessary. That estimate 

rovided for an anticipated fiscal year end strength of approximately 164,005. 
tis now estimated that approximately 168,025 annuitants will be on the rolls by 
the end of this fiscal year which will require approximately $12 million in addition 
to the amount authorized for this fiscal vear. 

From July 1 through December 31 of this fiscal year, the number of annuitants 
increased from 154,315 to 162,665—an average increase of just under 1,400 
annuitants per month. It is assumed that the majority of annuitants to be added 
to the retired rolls this year were added during the first 6 months. Accordingly, 
we have projected our estimates for the balance of this fiscal year on the basis of 
an average increase to the rolls of approximately 900 per month with an esti- 
mated year-end strength of 168,025. 

Actual obligations for the first 6 months of this fiscal year amounted to $190.6 
million. By projecting the current obligational rate for the balance of the fiscal 
year and then estimating requirements for anticipated increase in the nftimber of 
annuitants who will be added to the rolls during the remaining months of the year, 
it appears that obligations for the last 6 months will be approximately $196.4 
million or a total requirement of $387 million for retired pay this year, 

All of the funds provided in this appropriation go to payments of amounts 
authorized by law to military personnel retired in accordance with the several 
statutes governing such matters. None of the funds are for expenses of adminis- 
tration. The estimate of $387 million represents the best available projection 
which can be made at this time of the amounts required this year. 


DEPARTMENT OF THE NAVY 
Avupitep CLAIMS 


Mr. Wiecieswortx. House Document No. 330 contains language 
with reference to making available of current appropriations for the 
payment of certain audited claims. The justification of the Depart- 
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ment, which explains this matter, will be inserted in the record at this 
point. 


(The matter referred to is as follows:) 


LANGUAGE PRovisiION FoR THE PaymMENT or CLAIMS 


House Document No. 330 contains the following provision: 

“Applicable current appropriations of the Department of the Navy shall be 
available for payment of claims certified by the Comptroller General to be other. 
wise due, in the amounts stated below, from the following appropriations: 

‘Maintenance, Bureau of Supplies and Accounts,” fiseal year 1943, $7,670.41 

“Transportation of things, Navy,” fiscal year 1948, $6,173.70. 

“Pay, Subsistence, and Transportation of Naval Personnel, 1943,” $12,051.48 

The above amounts represent claims allowed against appropriations no longer 
available for expenditure and with no balances remaining on the books of th, 
Treasury, which have been forwarded to the Department of the Navy by the 
General Accounting Office with the request that deficiency appropriations be 
obtained in order that they may be paid. 

The language submitted in House Document No. 330 will permit the payment 
of these claims out of current appropriations of the Navy without the necessity 
of deficiency appropriations. 


SUBCOMMITTEE ON AGRICULTURE APPROPRIATIONS 
H. CARL ANDERSEN, Minnesota, Chairman 


WALT HORAN, Washington JAMIE L. WHITTEN, Mississippi 
OAKLEY HUNTER, California CLARENCE CANNON, Missouri 
MELVIN R. LAIRD, Wisconsin FRED MARSHALL, Minnesota 


Tuurspay, Marcn 4, 1954. 


FARM CREDIT ADMINISTRATION 


WITNESSES 


H. B. MUNGER, CHAIRMAN, FEDERAL FARM CREDIT BOARD 
J. D. ANDERSON, MEMBER, FEDERAL FARM CREDIT BOARD 
CARL COLVIN, ACTING GOVERNOR 

T. F. MURPHY, DEPUTY GOVERNOR 

F. A. ENUTSEN, ACTING GENERAL COUNSEL 

J. L. WILKINSON, BUDGET OFFICER 


Mr. AnvErsEN. The committee will come to order, gentlemen. We 
have under consideration House Document 330, in which there is a 
request for $140,000 additional for fiscal 1954 for the Farm Credit 
Administration. 

Mr. Munger, will you do the testifying? 

Mr. Munaer. I think Mr. Colvin will mainly do the testifying. 
Mr. ANDERSEN. You are the Acting Governor, are you not, Mr. 
Colvin? 

Mr. Cotvin. Yes. 

Mr. ANDERSEN. Have you a statement you would like to make, Mr. 
Colvin? 

Mr. Corvin. I have no prepared statement, Mr. Chairman, but | 
would be glad to briefly summarize the needs for the supplemental 
request, if you so desire. 

Mr. AnpErRsEN. Go ahead, sir. 

Mr. Corvin. The Farm Credit Administration is a supervisory 
agency supervising, examining, and rendering certain services to the 
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credit institutions which make up the Farm Credit System, compris- 
ing the 12 Federal land banks, 12 production credit corporations, 12 
district banks for co-ops, 12 Federal intermediate credit banks, to- 
gether with approximately 1,100 national farm loan associations, and 
499 production credit associations, the Central Bank for Co-ops, and 
the Federal Farm Mortgage Corporation, 

The Farm Credit Act of 1953 becurie effective December 4, 1953, 


hand our request for this amount of supplemental authorization is 


based entirely upon the needs growing out of the administration of the 
provisions of that act. 

The act provided for Farm Credit to become an independent agency, 
and provided for the appointment of a Federal Farm Credit Board of 
12 members to be appointed by the President and | member to be 


appointed by the Secretary of Agriculture. 


This Board is to have the direction, supervision and control of the 
operations and functions of the Farm Credit Administration, in super- 
vising the Farm Credit System as to .broad advisory and_ policy 
matters. This act also removed from the Farm Credit Administra- 
tion the function of the Cooperative Research and Service which had 
been in the Farm Credit Administration since its creation and paid 
for from appropriated funds. Thus all of the expenses of the Farm 
Credit Administration, following the date the act became effective, 
will be paid from assessments against the institutions which are 
supervised by the Farm Credit. Administration. 

One of the main purposes of this act was to facilitate and encourage 
increased borrower participation and ownership of the credit institu- 
tions in the System. 

The act vests in the Farm Credit Board the authority and respon- 
sibility to develop means of bringing this main purpose of the act 
about, and places the remienmnalae upon the Board to report to 
Congress within a year after the effective date of the act on means of 
bringing about the main purposes of the act. 

The act provides that the Board members shall receive $50 a day 
and their expenses while engaged in official duties and limits the 
number of days in any calendar year a Board member may be paid to 
75 days. 

LEGAL SERVICES 


The $140,000 comprising the supplemental request is made up of 
three items: First, the expense of the Board for personnel, travel and 
other expenses; secondly, the establishment of a legal division within 
Farm Credit Administration to furnish the legal services which prior 
to the effective date of the act had been furnished by the Department 
of Agriculture at no cost to the Farm Credit Administration. 

Mr. ANpERSEN. How do you estimate what you received from the 
Department of Agriculture in the line of legal services? 

Mr. Convin. Well, the amount is approximately $35,000. 

Mr. ANDERSEN. You are requesting $35,000 here? 

Mr. Corvin. That is for 7 months of the year. 

Mr. ANDERSEN. So you would say you would need for a full year 
the sum of $60,000 for legal services? 

Mr. Cotvin. I believe that is approximately correct. 

Mr. ANpERSEN. I note that there is an elimination of funds from 
the solicitor’s office of $46,000 for 1955 for legal work for the Farm 
Credit Administration, which you are now assuming. 
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Mr. Cotvin. That is right. 

Mr. AnpERSEN. They estimate $46,000 for 1955. 

Mr. Corvin. I don’t have the exact figure of it for the year. 

Mr. AnvERSEN. You are asking how much, again, for these 7 
months? 

Mr. Convin. As a part of this request, it amounts to approximately 
$35,000. 

Mr. AnprersEN. Go ahead, sir. 


ADMINISTRATIVE AND SUPERVISORY EXPENSE 


Mr. Corvin. The third item is to take care of certain administrative 
and supervisory expense that was applicable to the cooperative re- 
search and service function in the Farm Credit: Administration, and 
which was charged to the appropriation from the general fund of the 
Treasury when that function was in Farm Credit. That item amounts 
to approximately the same amount as the legal services. It is made 
up of a minor portion of the time of certain employees that were giving 
a little time to the cooperative research function, and such items as 
overhead, a part of which had been charged to the appropriation from 
Federal funds. 

Mr. ANDERSEN. Let me understand you perfectly on this. You are 
requesting this $140,000 additional for 3 items: The first item is for 
expense of the Board for personnel, travel, and so forth, $70,000: the 
second item is for the establishment of a legal division to handle work 
formerly provided by the Solicitor’s office, $35,000; and the third item 
covers administrative and supervisory expense formerly carried by the 
Cooperative and Research Service, now in the department, $35,000. 
That is about the way the request stands; is it not? 

Mr. Couvrn. Yes. The latter item would run near $37,000. 

Our expenses may be a little greater than the comparable expenses 
in the Department of Agriculture. As far as the legal division is con- 
cerned it 1s a little difficult to estimate exactly at this time because we 
are taking over full responsibility. 

Mr. AnpeERSEN. I can see that. 

Mr. Cotvin. We have taken over responsibility for the legal work. 
As to the expenses of the Board, I am sure you will appreciate, it was 
not possible to estimate with any great degree of accuracy the expenses 
because I doubt whether the Board can yet say how much time it will 
have to spend between now and the Ist of July if it reaches the goal 
which it has set out to reach and prepares recommendations for the 
Congress. It will probably take a number of meetings during the rest 
of the year. The Board has had two meetings, its organization meet- 
ing in December, and the annual meeting in January and has definitely 
planned on meeting in April. It is entirely possible that it may have 
a meeting in May or June. 

Mr. ANDFRSEN. I note the Farmer Cooperative Service item before 
us in the regular bill does not make any reduction in the estimate for 
1955 to offset the $38,000 you are asking here. Have you anything 
to say about that, sir? 

Mr. Cotvin. That is in the Department of Agriculture’s budget. 

Mr. AnpgerseNn. That is correct. 

Mr. Corvin. No, sir. I couldn’t answer that question because we 
are not aware of what their budget is for 1955 since they are not in 
the Farm Credit Administration. 


| | 
Mr 
partic 
J Mr 
Mr 
Mr 
Mr 
 $64,0 
Mi 

M 

have 
M 
are 
date 
time 
befo: 
were 
plan 
4stra 
A 
| Tan 
it 
they 
mac 
Fed 
farn 
of t 
tow 
tha 
rep 
eve 
am 
the 
\ 
pre 
Pro 

of 
pre 
col 
mi 
cor 
ba 

th 
6th 


143 

Mr. ANDERSEN. You estimate $38,000 for the 7 months for this 
particular work; do you not? 

Mr. Cotvin. That is right. 

Mr. ANpersen. You are figuring on a 7 months’ basis? 

Mr. Couvin. That is right. 

Mr. ANDERSEN. According to that you estimated approximately 
$64,000 for the year? 

Mr. Yes. 


ORGANIZATIONAL CHANGES 


Mr. ANDERSEN. Will you tell me, Mr. Colvin, just what changes 
have resulted from the Farm Credit Act of 1953? 

Mr. Coxvin. Insofar as the structural changes in the organization 
are concerned, I would say there have been practically none as of this 
date because the Board decided that it would have to have a little 
time to study the organization of the Farm Credit Administration 
before making any structural changes. So the personnel and functions 
were transferred as of December 4, and I believe it is the Board’s 
plan to initiate a study of all the functions of the Farm Credit Admin- 
istration in the hope that perhaps increased efficieacy might result. 

Another thing is that we do not have a permanent governor as yet. 
I am sure the Board felt—-Mr. Munger can speak for the Board—that 
it would not be appropriate to make any functional changes until 
they bad time to study the organization. 

We have, however, following the provisions of section 5 of the act, 
made a number of delegations of authority and responsibility to the 
Federal land banks with reference to items that concern the national 
farm loan associations, that are in accordance with the provisions 
of the act, giving a little more responsibility as far down the line 
toward the borrowers as possible, 

We have also developed considerable material relating to legislation 
that the Board will consider at its future meetings before making a 
report to Congress, and some legislation will be submitted, I believe, 
even before the end of the year. We have developed a number of 
amendments to the existing law which we think will facilitate putting 
the various provisions of the act into effect. 

We have had 3 presidents’ conferences, 1 of the Federal land bank 
presidents, 1 of the co-op bank presidents, and this week 1 of the 
Production Credit Corporation presidents. They have spent much 
of their time discussing ways and means of facilitating the various 
provisions of the act. The banks for cooperatives have been actively 
considering within the Cooperative Division of the Farm Credit Ad- 
ministration, and with the farm organizations and the council of 
cooperatives, and others interested, the development of a cooperative 
bank bill which we hope to present to the Board at an early date for 
consideration, 

MEMBERS OF BOARD 


Mr. ANDERSEN. Mr. Colvin, will you have placed in the record at 
this point the names, addresses, and a brief statement about each of 
the 13 members? 

Mr. Coxvin. I will be glad to do so. 
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Mr. ANperRsEN. In that way we can become better acquainted with 
them. 


(The information requested is as follows:) 


MEMBERS OF THE FepERAL Farm Crepir Boarp 


Harlan B. Munger, Bergen, N. Y.; owns and operates a 260-acre farm; president 
of the Production Credit Jorp. of Springfield, Mass., from 1935 to 1951 and of the 
entire Farm Credit Administration of Springfield, Mass., 1944—-51—earlier, he 
was a land bank appraiser; professor of farm management of Iowa State College 
for 6 years. 

Clark L. Brody, Lansing, Mich.; grain and dairy farmer and executive vice 
president of the Michigan Farm Bureau; management consultant and former 
general manager of the Michigan Farm Bureau Services, Ine., and associated 
cooperatives; chairman of the State Board of Agriculture, Michigan State College. 

J. D. Anderson, Morgantown, W. Va.; dairy farmer; has served as chairman of 
the national PCA advisory committee and president of NFLA and PCA; formerly 
chairman of the board of directors of his local Southern States Cooperative and 
secretary-treasurer of his county farm bureau. 

Raymond Sayre, Ackworth, Iowa; served as a director of the Farm Credit 
Board of Omaha 15 years; owns and operates a 600-acre farm in part nership with 
his son, and manages several other farms; past chairman, Iowa Livestock Council 
and president of lowa State Sheep Association, Purebred Sheep Breeders of Iowa, 
and the Warren County Farm Bureau. 

Marshall H. Edwards, Bartow, Fla.; lawyer, rancher, and citrus grower; owns 
and operates a 250-acre citrus grove and is co-owner and operator of a large cattle 
ranch. Served as president of the Polk County National Farm Loan Association, 
and is chairman of the NFLA Stockholders’ Committee of the Federal Land 
Bank of Columbia. 

H. W. Clutter, Holeomb, Kans.; operates a 1,980-acre farm and feeds 500 
head of cattle; president of the Garden City Cooperative Equity Exchange and 
secretary-treasurer and past president of the National Association of Wheat 
Wpieret amember of Wheat Advisory Committee and Grain Advisory Committee 
of USDA. 

Marvin J. Briggs, Indianapolis, Ind.; general manager of the Indiana Farm 
Cooperative Association, Inc.; formerly a director of the Farm Credit Board of 
Louisville, and a director of the Central Bank for Cooperatives; member of 
executive committee of National Council of Farmer Cooperatives and has served 
as an officer or director of many other cooperatives. 

C. H. Mathews of Eagle Lake, Tex.; farmer and rancher; raises rice, corn, and 
alfalfa and runs about 700 cattle on 3,950 acres; former member of the National 
PCA advisory committee; secretary of the Production Credit Corporation of 
Houston for 2 years; secretary of the Texas Agriculture Association. 

Elbert J. Hodge, Andalusia, Ala.; lumber business; formerly farmed; served 
Federal Land Bank of New Orleans as district service manager, loan analyst, 
and land bank appraiser; formerly a director of national farm loan association. 

Golden F. Fine, Yuba City, Calif.; owns and operates 90-acre peach orchard 
with 5 acres of walnuts; was a director of the Farm Credit Board of Berkeley 
5 vears; served as an associate regional manager of the Federal Land Bank of 
Berkeley, 9 years; active member of several farmers’ cooperatives. 

L. V. Ritter, Market Tree, Ark.; farmer producing 3,500 tons of certified cotton 
planting seed yearly; also raises hogs, cattle, and sheep; a director and former 
president of the Poinsett Production Credit Association, for 10 years a director 
of local national farm loan association, and was member of National PCA advisory 
committee. 

Earl H. Brockman, Caldwell, Idaho; general manager of the Idaho Egg Pro- 
ducers at Caldwell; operates a farm near Nampa, Idaho, with his brother; served 
as president of the Idaho Cooperative Council, as a director of the National 
cooperative Council, and as president of the Northwest Turkey Growers Asso- 
ciation. 

The 13th member of the Board, Francis W. Peck, managing director of the 
Farm Foundation, a national agricultural research organization, was appointed 
by Secretary of Agriculture Ezra Taft Benson; served as the first Cooperative 
Bank Commissioner 1933-38 and from 1938 to 1945 as president of the Federal 


Land Bank of St. Paul; formerly, director of agriculture extension at the University 
of Minnesota. 
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Mr. ANDERSEN. Mr. Anderson is on the board. Mr. Munger is 
the chairman. 

Mr. Corvin. They will be glad to answer any questions. 

Mr. ANDERSEN. I understand there are 11 other members. Who 
is the member appointed by the Secretary? 

Mr. Corvin. Mr. Frank Peck. He is director of the Farm 
Foundation of Chicago. 


BREAKDOWN OF SUPPLEMENTAL REQUEST 


Mr. AnperseEN. Mr. Colvin, we had best have a breakdown in the 
record, please, of each of the three items, showing the number of 
positions, cost of personnel, travel, supplies, and so forth. 

Mr. Couvin. All right, sir. 

(The information requested is as follows:) 


Breakdown of proposed supplemental authorization 


Board expense: 
Other personnel, 144 7, 500 
Other—contracts with experts and consultants. 11, 300 
Legal expense: 
Personal services, 4.8 34, 300 
Supervisory and administrative expenses formerly paid from appro- 
140, 000 


1 In the original 1954 estimates, $78,900 of FCA personal service cost was allocated to the general fund 
appropriation for cooperative research and service. Upon the transfer of the activity to Farmer Coopera- 
tive Service, all appropriated funds were released but only $39,100 of positions formerly financed from the 
$78,900 of appropriations were transferred. The remainder of $39,800 is the cost of the fractional time of 
employees essential to the operation of FCA. The cost of these positions was formerly shared by the two 
activities and funds. As the greater percentage of their time was devoted to activities related to the super- 


vision of the Farm Credit banks and corporations, these employees are to be retained by Farm Credit 
Administration and paid from additional assessments of $37,400, $2,400 having been absorbed. 


Mr. ANperRSEN. That will conclude our hearings on this item. 
Thank you, gentlemen. 
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DEPARTMENT OF AGRICULTURE 


Turespay, Marcu 9, 1954. 
Commopity Crepit CorPORATION 


WITNESSES 


R. P. BEACH, BUDGET OFFICER, COMMODITY STABILIZATION 
SERVICE 


PRESTON RICHARDS, VICE PRESIDENT, COMMODITY CREDIT 
CORPORATION 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OF- 
FICER, DEPARTMENT OF AGRICULTURE 


INCREASE IN LIMITATION ON ADMINISTRATIVE EXPENSES 


Mr. AnpERsuN. Gentlemen, we will now consider an item presented 
to us in House Document 330 for the Commodity Credit Corpora- 
tion. We have with us Mr. R. P. Beach, Budget Officer, and Mr. 
Preston Richards, Vice President of the Commodity Credit Corpora- 
tion. 

The estimate is for $3 million additional for the limitation on ad- 
ministrative expenses of the Commodity Credit Corporation, for 1954 
fiscal year. 

We will place in the record at this point the language requested in 
House Document No. 330 and pages 1 through 9 of the justifications. 

(The material referred to is as follows:) 


Commopitry Crepir CorPoraTion 


The limitation under this head in the Department of Agriculture 
Appropriation Act, 1954, on the amount available for administrative 


expenses of the Corporation, is increased from “$17,100,000” to ‘‘$20,- 
100,000”. 


Administrative expenses, Commodity Credit Corporation, 1954 (H. Doc. 330) 


Request, for 14% months from May 13, 1954............________. $3, 000, 000 
Expenditures to Jan. 31, .-. $8, 743, 100 
Employment: 
Average number current limitation... 2, 835 
Average number involved this estimate.........._._.______- 576 
Actual employment, Jan. 31, 1954 (man-months).__________- 3, 271 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


At the time the revised fiscal year 1954 budget estimate was submitted to 
Congress, it was pointed out (pp. 1595-1597, Hearings before the Subcommittee 
of the Committee on Appropriations, House of Representatives, and on page 581, 
Hearings before the Subcommittee of the Committee on Appropriations, United 
States Senate) that “if current estimates of program volume materialize fully, 
it will be necessary to request the Bureau of the Budget to apportion the limitation 
* * * in such manner as to provide needed funds for the early quarters of the 
fiscal year, even though such a rate could not be continued for the full year with 
a limitation of $17,100,000.” At that time it was estimated that $17,800,000 
would be required, or an increase of $700,000 over the present limitation. How- 
ever, subsequent workload developments and present program volume estimates 
indicate a deficit of $3 million, $2,300,000 more than previously estimated. 
Accordingly, the Bureau of the Budget was requested to apportion the present 
limitation of $17,100,000 on a basis which indicated that additional funds would 
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be necessary to complete the fiscal year. The Bureau of the Budget approved 
the apportionment as requested and as outlined in a letter dated September 24, 
1953, from the Director of the Bureau of the Budget to the Speaker of the House 
of Representatives. 

Current program volume estimates indicate that carlot acquisitions of all 
commodities except cotton will increase 49 percent over the estimated volume 
upon which the fiscal year 1954 revised budget estimate was predicated. Carlot 
dispositions are anticipated to exceed the 1954 revised budget estimate by 69 
percent. The attached table 1 reflects a comparison of the program volume 
estimates as shown in the revised budget estimate for the fiscal year 1954 with 
the current estimates. The major changes in program volume have been in 
connection with wheat, corn, cotton, and dairy products, 

Wheat.—Present estimates indicate that wheat placed under loan will increase 
from 300 million bushels to 427 million bushels, an increase of 42 percent. Acqui- 
sitions through the forfeiture of wheat pledged as collateral for price support loans 
are estimated to increase from 121,500,000 bushels to 302,500,000 bushels, an 
increase of nearly 150 percent. As a result of the act providing price support 
wheat for Pakistan, wheat sales are expected to increase from 50 million to 85 
million bushels. 

Corn.— Although the volume of corn placed under loan is expected to decrease 
slightly below the previous estimate, the acquisitions resulting from the forfeit ure 
of corn pledged as collateral for such loans is estimated to increase from 250 
million bushels to 360 million bushels, an increase of 44 percent. In addition, it 
is estimated that sales of corn will amount to 100 million or an increase of 25 
million bushels. 

Cotton.—The revised budget estimate for the fiscal year 1954 anticipated that 
4,500,000 bales of Upland cotton would be placed under loan. However, through 
the week ending February 5, 1954, 6,565,468 bales had been placed under loan. 
Consequently, it is currently estimated that the total volume will be 7,250,000 
bales. Partially offsetting this increase in cotton-loan workload is the extension 
of the 1952 crop cotton loan maturity date which results in the shifting of takeover 
activities from the fiscal year 1954 to the fiscal year 1955. 

Dairy products.—Present estimates indicate that acquisitions of dairy products 
will exceed the estimated volume contained in the revised budget estimate for 
fiscal year 1954 by 170 percent. Butter acquisitions are anticipated to increase 
from 100 million pounds to 211 million pounds, acquisitions of cheese are estimated 
to increase from 60 million pounds to 240 million pounds, and milk acquisitions 
from 250 million to 490 million pounds. Dispositions of these commodities are 
estimated to increase slightly. 

Emergency storage fleet.—In addition to the increase in program volume and as 
a result of the heavy volume of wheat in inventory and under price-support loans, 
the Corporation, in order to alleviate a serious shortage of grain storage facilities, 
has entered into an agreement with the Maritime Administration making 125 
ships available for the storage of wheat. Under this agreement, the Corporation 
will provide suitable staffing to assure adequate care of the grain. This cost was 
not included in the revised budget estimate for fiscal year 1954. 

The estimated increases in financial requirements resulting from the increases 
in program volume estimates and other items of expense not provided for in the 
— budget estimate for the fiscal year 1954 are itemized by functions as 
ollows: 


Fiscal year 
Fiscal year 
Function ga 1954 current Change 
estimate ! estimate 
1. Program field operations... $11, 984,332 | $14, 891, 523 +-$2, 907, 191 
(a) Program formulation and direction.._.._.. ; 1, 993, 362 2, 154, 559 | 
(6) Fiscal, ‘transportation and warehousing. 1, 075, 269 1, 076, 673 | 
(c) Audit, compliance and investigation . _ .. 1, 341, 451 1, 271, 451 | 
(d) Transfers to cooperating agencies. _. : 705, 586 705, 794 | 
Subtotal, other functions. ___.__- 5, 115, 668 | 5, 208, 477 +92, 809 
‘ 17, 100, 000 20, 100, 000° +3, 000, 000 


! Adjusted to reflect transfer of administrative accounting functions ($221,000) from CSS commodity 
offices to Fiscal Division, 
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(1) An increase of $2,907,191 in program field operations 

Increased program volume.—In addition to the $700,000 deficit indicated in the 
revised budget estimate for the fiscal year 1954 it is estimated that an additiona) 
$2,102,191 will be required, bringing the total increase resulting from increased 
program volume to $2,802,191. The impact of the heavy increase in the volun, 
of commodity operations will occur in the workload of the CSS commodity offices 
Through an analysis of the monthly work status reports which indicate the volume 
of work received, completed, and on hand for these offices, it is possible to effect g 
continual check on the workload and corresponding-financial requirements of these 
offices. The analyses indicate that incoming workload is running considerably 
higher than previously estimated and that work on hand is increasing and is now 
at a relatively high level. Such factors indicate that present workload and finan- 
cial requirements are in line with estimated program volume. 

Establishment of new commodity office—In order to increase the effectiveness of 
present operations and in order to relieve the other commodity offices of burden- 
some backlogs, a new office is being established at Cincinnati to handle processed 
commodities for the Commodity Stabilization Service. The bulk of the work i: 
this office will be conducted by employees paid from funds transferred from exist- 
ing offices. It is estimated, however, that the initial additional cost of establish- 
ing the office (supervisory personnel, rent, transfer of personnel from the other 
offices, etc.) will be $105,000. 


(2) An increase of $92,809 for other operations 


As a result of the increased workload and employment in the program field 
operations of the Corporation, costs of other operations such as the printing of 
loan forms, warehouse scale tickets, ete., and the testing and inspection of grain 
bins have exceeded previous estimates. These increased costs have been partially 
offset by an estimated decrease in audit and compliance and investigation services 
resulting in part from savings achieved through a consolidation of audit field 
offices. 

Inasmuch as it is estimated that obligating authority will expire on May 13, it 
is urgent that this request be approved as soon as possible so that work plans can 
be developed to handle workload for the balance of the fiscal year. 


TABLI 


194 
estv) 


II. In 


I. Ne 

Il. Ne 
IV. 


149 


TasLE 1.—Fiscal year 1954 program volume estimates contained in fiscal year 
1954 revised budget estimates as compared with fiscal year 1954 program volume 


I. Note servicing: 
A. Direct loans 
B. Indirect loans 
C. Loans resealed | 
II. Note liquidation: 


A. Loans repaid: } 
1. Direct loans | 
2. Indirect loans. -| 

B. Loans forfeited: 
1, Warehouse | 
stored | 
2. Farm stored __| 

III. Inventory management: 
A. On hand beginning | 
of year 

B. Additions: | 

1. Purchases 
2. Purchase agree- | 
ment | 
erles 

Forfeiture of | 
loan collat- 
eral... _. 

4. Exchanges. 

5. Transfers 


Total 
tions. 
Dispositions: 
1. Sales ae 
2. Donations... 
3. Exchanges. 
4. Transfers_..._.- 


deliv- 


3. 


addi- 


Total dispo- | 
sitions. ..... 
D. On hand end of 


1V. Reconcentrations..... 


~ 


estimates as of Jan. 27, 


1954 


Revised budget 
estimate, 1054 


Allcom- | 
modities 
exce pt 
cotton 
(carlots) 


29, 371 
432, 816 | 


129, 812 
136, 677 


138, 44 
89, 655 


381, 064 


31, 697 
10, 909 


228, 179 
10, 000 
20, 000 


300, 785 
127, 376 


10,000 
20, 000 


157, 376 


524, 473 
121, 082 


Cot 
(thou 


ton 
sand 


bales) 


1, 167 


3, 333 


480 
1, 620 


2, 000 


100 | 


| 


| 


| 


Current estimate Increase or decrease in 


(Jan, 27, 1054) current estimate 
Allcom- | | All com- 
modities Cotton | modities Cotton 
except (thousand | except | (thousand 
cotton bales) cotton bales) 
(carlots) | (earlots) | 
| 
81, 918 | 1, 840 +2, 47 +673 
500, O51 | 5, 465 +67, 245 +2, 132 
24, 405 | +24, 405 | 
49, 680 200 | 80, 182 180 
M, 504 | 700 — 52, 173 920 
141, 308 +2, 814 2, 000 
211, 962 +122, 277 
481, 139 236 +100, O75 +146 
62, 45 +30, 848 
64, 149 +53, 240 
353, 270 | +125, O91 2, 000 
10, 000 | 
60, 000 | +40, 000 100 
O04 +249, 179 100 
187, 503 100 +60, 127 
7, 321 +7, 321 
10, 000 
60, 000 | +40, 000 
264, 824 100 +107, 448 
766, 279 136 +241, 806 
180, 000 | 2, 100 -+58, G18 


the a 
ume | 
ces 
ets 
ably 
how | 
— 
of 
len- 
sed 
ir 
ay 
ish- 4 
her 
ield 
|| 
r of 
ally | 
ices 
eld 
2,000 | 
pan 100 
600 | ee 
} 
100 
700 | 
| 
2, 000 
igs 


150 


ADMINISTRATIVE EXPENSES, CommMopity Crepir CorRPORATION 


Amounts available for administrative expenses 


Presently Revised 
available estimate Difference 
1954 
Direct Obligations 
OF $17, 100,000 | $20, 100, 000 $3, 000, 00¢ 
Obligations Payable out of Reimbursements From Other Accounts Fis 4 =>) 
Rendered to Department of Agriculture appropriation (dis- 
tributed by objects under reimbursing seerepeieee ae 3, 571, 312 3, 571, 312 |... 
Rendered other appropriations (distributed y objects in- 
cluded in this schedule) 2, 018, 783 2, O14, 783 
Total obligations payable out of reimbursements from 
Total administrative expenses 22, 690, 095 25, 690, 095. +3, 000, 000 
Deduct reimbursements rendered Department of Agriculture 
won chess 3, 571, 312 3, 571, 312 | 
Total administrative expenses incurred ---.............- 19, 118, 783 | 22, 118, 783 +3, 000, 000 
' Adjusted for comparability. 
Administrative expenses by activities 
Presently | Revised esti- 
— mate, 1954 Difference 
Direct Obligations 
$16,048, 500 | $18,961,400 | +-$2, 912, 900 
Storage-facilities 1, 050, 000 1, 122, 000 +72, 000 
3. 1, 500 15, 000 +13, 500 
4, Subsidy program (in itguidation) 1, 600 +1, 600 
17, 100, 20, 100, 000 _+3, 000, 
Reimbursable Obligations 
Supply and foreign purchase program. 1,098, 365 3,006, 006 
3. International Wheat 282, 023 282,023 j......... 
5. Miscellaneous 80, 376 
Total obligations payable out of reimbursements from 
2, 018, 783 9,606, 708 |......... 
Total administrative expenses. _.| 19,118,783 | 22,118,783 | +3, 000, 000 
Average salaries and grades 
Revised 1954 
1952 actual | 1953 actual estimate 
General schedule grades: 
$4, 800 $4, 370 $4, 209 


Mr. AnpERSEN. Mr. Beach, do you have a general statement on 
this item? 
Mr. Bracu. Mr. Richards has a short general statement which he 
would like to present. 
Mr. AnperseEN. All right, Mr. Richards. 
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Difference 


$3, 000, 00 


+3, 000, 000 


+3, 000, 000 


{ference 


2, 912, 900 
+72, 000 
+13, 500 

+1, 600 
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Mr. Ricuarps. Mr. Chairman, during the hearimgs before the 
Congress last year on this item for administrative expenses of the 
Commodity Credit Corporation, for the fiscal year 1954, we pointed 
out that, based on the then current program volume estimates, the 
budget estimate of $17,100,000 would be approximately $700,000 less 
than required. However, we also pointed out that because many of 
the 1953 crops were not then planted or harvested, the program volume 
estimate would, of necessity, be highly tentative and that later in the 
year when the production of crops became better known, the Cor- 
poration would be in a position to estimate its requirements more 
accurately. 

Recent estimates, based on current production estimates and on 
the volume of commodities already under price support, indicate that 
the total volume of commodities to be handled by the Corporation 
during the current fiscal year will be substantially greater than 
previous estimates. It is now estimated that an additional $3 
million will be required to meet the heavy increase in workload. 


MAJOR INCREASES IN PROGRAM VOLUME 


The major increases in program volume estimates are in connection 
with wheat, corn, cotton, and dairy products. In order to enable the 
committee to better visualize the heavy volume of workload with 
which the Corporation is faced, I would like to compare this year’s 
workload on major commodities with that of the fiscal year 1951, the 
previous peak year for the Corporation insofar as workload and finan- 
cial needs are concerned. In that year the administrative expenses 
were $18,637,760, or approximately 1% million less than anticipated 
for the current fiscal year. However, the number of man-years of 
personnel financed from CCC administrative expenses in the fiscal 
year 1951 was 3,664 or 254 more than the estimate for the fiscal year 
1954. 

Present estimates indicate that the volume of wheat placed under 
loan during the fiscal year will amount to 500 million bushels or 67 
percent greater than the previous estimate. As a matter of fact, the 
volume of wheat placed under loan through January 15 of this fiscal 
year was 450 million bushels—almost 2% times the volume placed 
under loan during all of the fiscal year 1951, the year when the ad- 
ministrative expenses of the Corporation were at their peak. Acquisi- 
tions through the forfeiture of wheat pledged as collateral for price 
support loans are estimated to increase from the previous estimate of 
121,500,000 bushels to 302,500,000 bushels, an increase of nearly 
150 percent. These acquisitions totaled 53,195,386 bushels in the 
fiscal year 1951, approximately one-sixth of this year’s estimated 
volume. 

It is anticipated that the volume of corn placed under loan will be 
slightly less than previous estimates. However, acquisitions are esti- 
mated to inerease from 250 million bushels to 360 million bushels, an 
increase of 44 percent. During the fiscal year 1951, 148,458,847 
bushels were acquired through the forfeiture of collateral, less than half 
of this year’s estimated volume. 

During the past few months the volume of cotton placed under loan 
has reached record-breaking proportions. Through the week ending 
February 19, 6,653,641 bales had been placed under price-support 
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loan. This amount already exceeds the total amount placed under 
loan during any year in the history of the Corporation. Conse- 
quently, the loan volume estimate was increased from 4,500,000 bales 
to 6,500,000 bales, and later to 7,250,000 bales. Only 8,075 bales of 
cotton were placed under price-support loans during all of the 1951 
fiscal year. 

It is estimated that total acquisitions of dairy products will amount 
to 1,090 million pounds for the current fiscal year, compared with 
previous estimates of 410 million pounds. Acquisitions of dairy prod- 
ucts through February 24 amounted to approximately 648,463,000 
pounds—this is 58 percent in excess of previous estimates for the entire 
year, and over 2% times the volume acquired during all of the fiscal 
year 1951. During the 1951 fiscal year, acquisitions of dairy products 
amounted to approximately 242 million pounds—less than a fourth 
of this year’s estimated volume. 


COST OF PROVIDING ADEQUATE CARE OF GRAIN 


In addition to the heavy increase in the volume of commodities 
to be handled by the Corporation, there are two other items of 
expense not provided for in our previous estimate; namely, the cost 
of providing adequate care of grain, which, as a result of a serious 
shortage of storage space, has been stored in a fleet of 125 maritime 
ships, and a small cost for establishing a new commodity office in 
Cincinnati to handle processed commodities for the Commodity 
Stabilization Service. 


PRICE SUPPORT INVENTORIES AND LOANS OUTSTANDING COMPARED 
WITH FISCAL YEAR 1951 


The Corporation ended the fiscal year 1951 with price-support 
inventories and loans outstanding valued at $1.8 billion, and loans 
totaling $760 million were made during the year. This year we esti- 
mate that by June 30, 1954, our price-support inventories and loans 
outstanding will be valued at $6 billion and that we will have made 
loans on commodities valued at $3.5 billion. Partially offsetting 
these increases, the value of commodities sold during 1951 was $2 
billion compared with $1.1 billion estimated for this year. 


COMPARISON OF OPERATIONS IN 1951 AND 1955 


As you can see, the program volume estimates for the Corporation 
are considerably greater than previously estimated and insofar as 
the major commodities are concerned, the estimates are considerably 
greater than the volume handled in the 1951 fiscal year. In this 
connection, it should be emphasized that although our present esti- 
mate for the curreat year indicates a need for more funds than were 
expended in the fiscal year 1951, we expect to handle the workload 
with almost 7 percent less manpower. There are two factors involved 
in this showing. One is increased efficiency of the CSS commodity 
offices, in terms of the relationship between worlkoad performed and 
manpower required, and some reduction in personnel other than that 
in the commodity offices. The other is the fact that some of the work 
on individual loan accounting which was performed by the commodity 
offices in 1951 is now being performed by county offices. 
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BASIS FOR DETERMINING AND CONTROLLING MANPOWER AND FINANCIAL 
REQUIREMENTS 


The increase in the Corporation’s workload will primarily affect the 
commodity offices. The manpower and financial requirements of 
these offices are determined and controlled through the use of an ex- 
tensive work measurement reporting system. These reports indicate 
that incoming workload is running considerably higher than previously 
estimated. he present limitation of $17,100,000 is apportioned in 
such a manner as to provide funds to handle this current heavy work- 
load in these offices and consequently does not provide adequate funds 
to handle the large increase in workload presently indicated for the 
latter part of the fiscal year. In fact, despite the accelerated rate of 
obligations, the increase in personne] and the use of overtime, the 
offices have not been able to handle the unusually heavy incoming 
workload, and serious backlogs of work have consequently developed. 
The work measurement reports indicate that, as of January 31, there 
were 12,676 loading orders unsettled with warehousemen, 37,332 un- 
paid freight bills, 2,925 sales invoices to be prepared, and 627,291 
loan notes not fully recorded. Every effort is being made to reduce 
these backlogs—the new commodity office will aid in this respect——in 
order that the offices will be reasonably current in preparation for the 
expected heavy spring workload arising from the takeover of com- 
modities forfeited in lieu of repayment of price-support loans. 

Mr. ANDERSEN. Thank you, Mr. Richards. 

Any further statement, Mr. Beach? 

Mr. Breacu. No, sir; I would be glad to go into any detail you would 
like in connection with the current situation in the Commodity 
offices. 

Mr. ANDERSEN. What increase in personnel is involved in this 
anticipated extension of the limitation? 

Mr. Beacn. The number involved in the current limitation is 
2,835. This would involve an increase of 576 man-years. 


EMERGENCY STORAGE FLEET PROGRAM 


Mr. ANDERSEN. You have discussed somewhat the workload 
volume. Give us a little more information in regard to the emergency 
storage fleet program. Is it good storage? Does it do the job? 

Mr. Ricwarps. It is good storage; keeps the grain in good shape. 
But we have to watch it all the time. We have people on the job all 
the time looking at the ships and inspecting grain. 

Mr. ANDERSEN. What do you do if you have to turn the grain over? 

Mr. Ricuarps. We have ventilators which circulate air all the time. 
If we get to the point where grain in a ship is going bad, we unload 
the ship. 

Mr. AnprERsEN. I presume you only put very dry grain in there? 

Mr. Ricuarps. That is what we try to do. In this Virginia fleet, 
we moved in large quantities of wheat from the Middle West that had 
as low as 10 percent moisture. We try to get the dryest wheat we 
can. 

Mr. Beacu. I think that as a general statement, Mr. Andersen, it 
can be said that the cost of storage in the fleet is not out of line with 
the cost of comparable commercial storage. Is that not right, Mr. 
Richards? 
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Mr. Ricnarps. Of course, Bob, it would depend on how long it was 
left there. The first cost of storage on these ships is the greatest, 
The cost is less for long-term storage. I think that if the grain stays 
in there 2 years, we obtain a cost at least equivalent to regular com- 
mercial storage. 


NUMBER OF PERSONNEL 


Mr. Anpersen. I think you mentioned that you had 2,835. per- 
sonnel under the current limitation. How many are actually em- 
ployed at this time? 

Mr. Beacn. As of January 31, it was 3,271. 

Mr. ANpERSEN. Do you have a later date than that? 

Mr. Beacn. That is the latest figure I have as of this time. 

Mr. ANDERSEN. That is a considerable number over the limitation 
which we gave you, is it not? 

Mr. Bracn. Yes, sir. At the time we appeared before you last 
year, we indicated that the estimate before you was not sufficient to 
cover the workload estimated at that time, and as we have indicated 
in the general statement, the workload has increased considerably, 
probably more than doubled on an average, since that time. 

Mr. Anpersen. As a matter of fact, you have already put on a 
good many of these men to be covered under this limitation? 

Mr. Beacu. That is right, sir. We advised the Budget Bureau at 
the beginning of the fiscal year that it would be necessary to do so 
and the Budget Bureau approved our apportionments on a deficiency 
basis and you were so advised. 

Mr. ANDERSEN. Does that make it entirely legal? 

Mr. Bracu. Yes, sir. 

We are trying to keep this situation open and aboveboard all the 
way across, as much so as we possibly can. 

Mr. AnperseEN. For the record, you had that authorized? 

Mr. Bracnu. Yes, sir. 


ESTABLISHMENT OF NEW COMMODITY OFFICE IN CINCINNATI 


Mr. Anpersen. All right, gentlemen. What about that new 
Commodity office in Cincinnati? You closed the offices in Minneapo- 
lis and Chicago; did you not? 

Mr. Ricwarps. No, sir. 

Mr. AnpersEN. Does this have reference to that? 

Mr. Ricuarps. We transferred to the Cincinnati office the work 
relating to processed commodities, such as dairy products, meats, 
and any other perishable products we might buy. Up to now, all 
we have transferred is the work relating to processed commodities in 
the Chicago office. The problem there, Mr. Andersen, was that we 
were getting so far behind in the workload of our offices, particularly 
in Chicago and New Orleans. Especially in Chicago we were not 
able to get personnel, and approximately 25 percent of the workload 
in Chicago was involved in handling the so-called processed or perish- 
able commodities. The main commodity in New Orleans, of course, 
is cotton. In the other offices it is grain; and we felt that a specialized 
office for these processed commodities was the best solution. The 
Cincinnati office was designed to take over the processed commodities 
work of all the offices except, for the time being, Portland. 
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Mr. ANDERSEN. Why was Cincinnati selected? Why wasn't it 
left farther out West, in Minneapolis for instance? 

Mr. Ricuarps. At the outset let me say there is no magic in 
Cincinnati. We were looking for some place in the Middle West 
that was conveniently located to the whole country and Cin- 
cinnati seemed to be a place where there was a fairly good supply of 
clerical labor available and the Civil Service Commission and other 
people indicated that we could get personnel there. 

Mr. ANDERSEN. I know that there is a feeling in Minnesota that 
they are being deprived of their particular segment of this work. 
What do you have to say about that? 

Mr. Ricuarps. I am awfully sorry any misunderstandings bave 
been developed. We are not closing the Minneapolis office. It is the 
largest and perhaps most important office in the country, with respect 
to wheat. I will say this, also, that the work of the Mimneapolis 
office on processed commodities was in pretty good shape. However, 
this was an overall move, and we do know that the Minneapolis office 
is going to have a lot of grain problems this year. We felt that 
handling these processed commodities in one specialized office was 
conducive to more efficiency. On processed commodities they deal 
with an entirely different group of people; the storage and all the other 
problems are different. We think it will be more efficient. 

Mr. AnpEeRSEN. Do you not think you will deal mainly with dairy 
products through that particular office? 

Mr. Ricuarps. That will be the big item. Of course, last year we 
bought through the various commodity offices nearly 200 million 
pounds of meat. 

Mr. AnperseN. The big item will be dairy products, don’t you 
think? 

Mr. Ricuarps. I think it is the major product. 

Mr. ANDERSEN. Where would be a better place for such an office 
than in Minnesota or Wisconsin, some place in a big dairy region? 
Why move it down to the neighborhood of the oleomargarine industry 
in Cincinnati? 

Mr. Ricwarps. There was no ulterior motive in our move to 
Cincinnati. It looked like a reasonably good place. We do have 
another problem in addition to the purchases of these dairy products 
and that is their ultimate disposition through the school lunch program 
and other outlets. I think Cincinnati is probably a little better 
located from the standpoint of distribution than Minneapolis would be. 

Mr. AnpERSEN. How much additional cost is represented by the 
setting up of this new Commodity office at Cincinnati? 

Mr. Beacn. We estimated $105,000 for that cost for the CCC. 

Mr. AnpERSEN. You have an item in here of $92,809 for what is 
termed “Other operations.”” What does that include? 

Mr. Beacu. That is primarily printing and such; for example, 
increased printing of loan forms, scale tickets, and so forth. 

Another item also is naval inspection of bins purchased under our 
storage facilities program. 

Mr. AnpersEeN. Will you place in the record any further answer 
you may have on that? 

Mr. Bracu. Yes, sir. 
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(The statement requested follows:) 


An increase of $92,809 for “Other operations’’—as a result of the increas 
workload and employment in the program field operations of the Corporatio; 
costs of other operations have exceeded previous estimates. This would includ 
such items that rise with program volume increases such as printing of IB\ 
cards, tabulating forms, loan forms, scale tickets, etc. Also, it has been neces. 
sary to increase the payrolling staffs in the area fiscal offices to process the addi. 
tional work resulting from increased numbers of employees in the Commodit 
offices. Other additional costs include naval inspection and testing of grai; 
bins and special advisory services in connection with formulating revisions }; 
price-support operations. These increased costs have been partially offset | 
an estimated decrease in audit and compliance and investigation services result. 
ing in part from savings achieved through a consolidation of audit field offices 

Mr. Anprersen. Any questions, Mr. Whitten? 

Mr. Wuirren. I fully appreciate the large problem, major prob- 
lem, which this Corporation has in handling all these commodities 
but 1 cannot pass up an opportunity to show that it is a matter o/ 
governmental policy that these commodities are not being offered iy 
world trade at world prices. As long as that condition prevails, jt 
will necessitate a bigger problem in storage and a larger quantity of 
all of these commodities on our hands from month to month. 


REVISED 1954 BUDGBT 


Mr. Anpersen. Mr. Beach, why was it that the revised budget 
which came to us last spring decreased the original budget estimate | 
for the Commodity Credit Corporation by $750, 000? 

Mr. Beacu. Mr. Andersen, there was an overall review of the budget 
of the United States, as you know, at the beginning of the new admin. | 
istration last year. That review of course reflected our estimate | 
at that time; it reflected a smaller volume of operations than did our | 
original estimates. During the interim between the time that new 
budget was submitted and the time that we came before you, ow | 
estimates of workload on 1953 crops changed. It indicated that we | 
were short by about $700,000. We brought the matter to the atten- | 
tion of the Bureau of the Budget and they decided not to change the | 
figure. That is the reason it was set at $17,100,000. 

Mr. Wuee er. I might add that the Budget Bureau authorized us | 
to state before this committee that under the outlook at that time 
the revised estimate would probably be insufficient. I think one of 
the considerations in not attempting to make the revision then was | 
that experience with this administrative expense item has indicated | 
that it is very difficult to predict in advance exactly what it should be 
and if the $700,000 had been added at that time, and as experience 
has later shown, the figure would probably change again. We were 
concerned about it; we took it up with the Budget Bureau and they 
authorized us to indicate the probable need for an increase in the 
authorization for administrative expenses for 1954. It is very difficult 
to determine exact needs that far ahead, Mr. Chairman. 

Mr. Beacu. I think we ought to understand that we are not even 
able to keep it current these days within a matter of a month because 
the estimates change so rapidly during the period of our loan-making 
season. The original estimate was made prior to the actual planting 
of the crops and we do not bave information on which we can base a 

real estimate until after the harvest starts to move. 
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INCREASE IN NUMBER OF PERSONNEL 


Mr. ANDERSEN. You have put on the job 436 personnel out of the 
576 requested as of January 31. How many additional have you put 
on since then in anticipation of receiving these additional funds? 

Mr. Beacu. Since July 31 of this fiscal year, total employment for 
the Commodity offices in terms of man-months has increased from 
9 331 to 3,183 as of January 31. 

Mr. ANDERSEN. Your figures show 3,271 man-months. Are we 
talking about the same thing? 

Mr. Beacn. Yes. That figure of 3,271 represents actual employ- 


ment in terms of man-months for the CCC as a whole. The figure | 


cited to you was the total employment of the PMA Commodity 
offices which includes 2,928 man-months on CCC work, including 
overtime of 250 man-months. Now, the margin between the 3,271 
and the 2,928, after deducting the overtime, is made up of the employ- 
ment in the Washington office and their field units. In other words, 
the employment on CCC functions is distributed basically in three 
places: One, the Commodity Stabilization Service commodity offices; 
two, the ASC State offices, which we do not include in this computa- 
tion of man-years ordinarily; and three, the Washington offices and 
their field units. We make a transfer to the State offices that amounts 
to $1,953,700 and accounts for around 350 man-years. The employ- 
ment in the Washington office runs right around a little over 430 
man-months, and field units of the Washington divisions approximately 
146 man-months. 


INCURRING OF OBLIGATIONS AT A RATE REQUIRING SUPPLEMENTAL 
FUNDS 


Mr. WuHeexer, Mr. Chairman, the figures cited here indicate that 
present employment is such that unless this supplemental is approved, 
it could not be maintained at that level. I would like to, if 1 could, 
just briefly review the legislative basis for our being in this situation. 
It is a question that frequently comes up. 

The incurring of obligations at a rate which would require a supple- 
mental appropriation to complete the year is now governed by the 
provisions of the Antideficiency Act as revised in Public Law 759, 
8ist Congress (sec. 1211, General Appropriation Act, 1951). Section 
(e) (1) states that: 

No apportionment or reapportionment which, in the judgment of the officer 
making such apportionment or reapportionment, would indicate a necessity for a 
deficiency or supplemental estimate shall be made except upon a determination by 
such officer that such action is required because of (A) any laws enacted subse- 
quent to the transmission to the Congress of the estimates for an appropriation 
which require expenditures beyond administrative control; or (8) emergencies 
involving the safety of human life, the protection of property, or the immediate 
welfare of individuals in cases where an appropriation has been made to enable the 
United States to make payment of, or contributions toward, sums which are re- 
quired to be paid to individuals either in specific amounts fixed by law or in accord- 
ance with formulas prescribed by law. 


The apportionment of CCC administrative expenses was approved 
by the Director of the Bureau of the Budget based on a determination, 
pursuant to the foregoing provision of law, that such action was re- 
quired because of an emergency involving the protection of property. 
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The Antideficiency Act requires that apportionments of this kind 
be promptly reported to Congress. Section (e) (2) states that: 

In each case of an apportionment or a reapportionment which, in the judgment 
of the officer making such apportionment or reapportionment, would indicate 
necessity for a deficiency or supplemental estimate, such officer shall immediately 
submit a detailed report of the facts of the case to the Congress. In transmitting 
any deficiency or supplemental estimates required on account of any such appor- 
tionment or reapportionment, reference shall be made to such report. 

Pursuant to this requirement, the Director of the Bureau of the 
Budget on September 24, 1953, reported his determination to the 
Congress by letters addressed to the Speaker of the House of Repre- 
sentatives and the President of the Senate and attached a statement 
showing the basis for the determination. 


NEED FOR ADDITIONAL PERSONNEL 


Mr. AnperseN. What I had in mind was whether or not you 
people could not do with your present employment? If you take care 
of that up to June 30, why do you need additional men beyond that? 
You are evidently carrying on the job all right now, are you not? 

Mr. Ricwarps. No, sir. 

Mr. ANpreRSEN. You need extra men? 

Mr. Bracn. May I explain why we cannot do that? No. 1 is that 
we have a big increase in workload when the takeover time comes at 
the maturity of our small grain loans, around April 30. Furthermore, 
the existing limitation would not pay the present employment for the 
rest of the fiscal year. In May and June our workload will increase 
substantially. 


BUDGETARY PLANS FOR COMMODITY OFFICES 


Mr. Anpersen. Are those two of your heaviest months? 

Mr. Beacu. Yes, sir. I have a chart which shows the budgetary 
plans for each commodity office and for all of them combined and the 
data that goes with it which I can discuss in as much detail as you 
like. We have these offices on a system of budgeting which requires 
a plan of their operations for the year in advance by months. That is 
kept up to date on the basis of current circumstances as they occur. 
It is based on and tied right back to this detailed work system we have 
in the offices. In other words, as program volume estimates change, 
these budget plans must change. For example, cotton; if we raise 
the estimate of cotton to be placed under loan from 6,500,000 to 
7,250,000 bales, immediately we reflect in the estimate for the New 
Orleans office an indicated requirement for manpower based on the 
7,250,000 bales. 

That is subject to mathematical calculation with very little error 
because of past experience with production rates and cost per man- 
month of time expended. We are constantly increasing our efficiency. 
I think this will be apparent if you will notice this one particular aspect 
of this chart here. e set a budgetary goal for each of the offices 
this fiscal year which was in excess of the production rate they actually 
accomplished in the fiscal year 1953. Now, that budgetary goal is 
set on this chart at 100 percent. We have scosenmbiah at a production 
index above 100 percent throughout the year thus far. We have 
actually anployed less people than the workload volume increase 
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would indicate to be needed on the basis of past experience, and we 
hope we will be able to improve further. In fact, I think we will 
have to do so in order to live even with this supplemental and get 
the job done. 


DELAY IN PROCESSING COTTON LOAN APPLICATIONS 


Mr. Hunter. I notice you indicate a backlog in the workload for 
loading orders unsettled with warehousemen, unpaid freight bills, and 
loan notes not fully recorded. What is the situation with respect to 
applications to get cotton out of loan? I have heard from several 
people in California who complain that they must wait so long to get 
their cotton out of loan through New Orleans that their opportunities 
to make a good sale are passed by. 

Mr. Ricuarps. That has been a very serious situation and the 
New Orleans office has more than doubled its personnel in the last 8 
months. First we had a space problem in New Orleans. We finally 
got that worked out but got it worked out late. We are now getting 
these loan papers back to producers, so that they either can redeem 
their cotton or sell their equity. We have been working on that now 
for 2 months and I think we are getting about current. We have 
received complaints like those you mentioned, too—a number of 
them. I think if we are not current we can expect to be in a couple 
of weeks, but we were far behind, I can assure you of that. We are 
also still behind in our Chicago office. 

I think the problem that vou mentioned regarding cotton is rather 
serious. By reason of our failure to get the paper out there the cotton 
could not be redeemed. We were just failing to do our job. We felt 
we had to do something to correct the other situation in Chicago 
where we had warehouse bills for storage that were 6 months or more 
behind in payment. 

I think whether you are in Government or whether you are in 
private business, one of the things you have got to do is pay vour 
debts fairly promptly. Frankly, the way this thing was snowballing 
in the latter part of 1953, we were just failing to get that job done. 
We are improving, and I think the cotton work is closer to being 
current than warehouse bills are. 


CLOSING OF THE NEW YORK AND SAN FRANCISCO COMMODITY OFFICES 


Mr. Hunter. As things have turned out, has there been any real 
saving resulting from closing the San Francisco office? I made no 
objection at the time because I thought that if I was going to talk 
about economy I could not complain when an office was closed in 
my own State for the purposes of cutting down expenses. However, 
if no economy is resulting, I would like to know about it. 

Mr. Beacu. We have no reason to change our estimate of savings 
resulting from closing both the New York and San Francisco offices. 
The change taking place is really a change in volume rather than 
anything else, largely in locations other than the San Francisco and 
New York areas. It is largely in the Midwest where you have your 
grain and your dairy products that big increases in volume have taken 
place, and in the cotton area. Those increases in volume other than 
cotton would not particularly have affected the New York or San 
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Francisco offices. Cotton would have affected New Orleans, and 
would have added to the San Francisco volume. 

Mr. Hunvrer. San Francisco is closer to Arizona and California 
than New Orleans. With the tremendous volume of cotton produced 
in those States, I was wondering whether the disadvantages that are 
resulting are offset by the few economies effected? 

Mr. Ricuarps. Mr. Hunter, of course hindsight is better than fore- 
sight, I guess. The Cotton Advisory Committee, in fact the cotton 
industry generally, recommended centralizing all the work on cotton 
in one office. And I think the general feeling of the administration 
was that we should follow that recommendation. Of course that 
change reduced the volume of work to be handled in the San Francisco 
office considerably. Of course, the New York office did not serve an 
area Which was normally a big volume area. Frankly I do not know, 
if | had known then all the things I know now, whether I would have 
recommended the closing of the New York and San Francisco offices 
or not. Again I say, the volume of work that has developed was far 
greater than any of us anticipated. 

Mr. Wuirren. Our experience on this committee in dealing with 
CCC-——-and we have had it investigated regularly—in fact, most of 
the statements and findings that appeared in the press due to public 
hearings by other committees were actually rehashing the reports 
which this committee had issued. 

But from all of that I am convinced that you never save money by 
having a lag in handling the paperwork, bills of lading, receipts and 
various other things connected with commodities. In fact, when 
you get behind, it is more expensive and more time consuming and will 
take more manpower in the long run than if you stay current. None 
of us on this committee wants to spend any more money handling 
these problems than we have to, but we will spend less money to 
handle them as they arise than we will by having too small a force 
and thereby getting behind. 1 would like to also point out that this 
being a corporation, one of the primary purposes of or for having a 
corporation is to permit it to expand its force to meet the problems 
as they arise and contract or reduce the employees as the workload 
may fall off. So I am hopeful that at all times we will try to keep 
current with this problem from the standpoint of the farmers and those 
dealing with it; they are entitled to it. And then from the standpoint 
of Government we will save money by it. 

Mr. Bracu. With respect to the last comment, we save money 
immediately in eliminating overtime. Overtime is one of the most 
expensive ways to get this job done that there is because you lose 
efficiency and you pay a higher rate of cost for these less efficient 
people. 

Mr. Warrren. How many man-hours or man-months it takes to 
count up something that is out of date or where the commodity has 
gotten off one place and the warehouse receipt has gotten someplace 
else, we have seen just a little bit of that in the problem that Mr. 
Hunter pointed out. That is where folks have a sale for cotton, and 
I have heard many of the same comments and by the time they can 
run the actual commodity down, some of them say they have missed 
the sale. And the more you get behind with the handling of all these 
problems, the more that kind of problem will arise. 
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Mr. MarsHauut. Mr. Chairman, is there any portion of this re- 


) quest of $3 million that is used for the payment of interest on com- 
'modity credits? 


Mr. Bracu. No, sir. 
EFFECTS OF LOWERING SUPPORT LEVEL ON DAIRY PRODUCTS 


Mr. MarsHauu. On the basis of the announcement that the Sec- 


' retary has made of the lowering of the price supports on dairy prod- 


ucts, what effect has that had upon the accelerated accumulation of 


stocks of dairy products, particularly butter? 


Mr. Ricuarps. I do not have the exact figures. 
Mr. MarsuHauu. Could you have that put in the record? 
Mr. Ricwarps. Yes. sir. 
Mr. MarsHauu. Could you also estimate what that is going to be 
between now and April 1? 
Mr. Beacu. Yes, sir. 
Mr. Ricuarps. We can give you a guess on it. Of course, I think, 


’ Mr. Marshall, any decrease at all in the support level means that-——— 


Mr. ANDERSEN. More stocks will be applied. This is almost 
/axiomatic. If there are no further questions, the hearing on this item 
is completed. 
(The information requested follows: ) 


It is estimated that additional purchases in March, due to a speedup in the 


» offerings in late March, will be as follows: 


Butter 10 million pounds; cheese 20 million pounds; and nonfat dry milk solids 
20 million pounds. 
It is estimated also that the same quantities would have been purchased in 
' April at substantially the same prices had the same support level been continued. 
These increased deliveries in March will result in expenditures of about $18 
million more than would have oecurred in March with no change in the support 
level, but it is anticipated that purchases in April will be less than otherwise 
would have occurred by approximately the same amount. 


Turspay, Marca 9, 1954. 


Forust SERVICE 
WITNESSES 


EDWARD P. CLIFF, ASSISTANT CHIEF, FOREST SERVICE 
_ JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 


FIGHTING FOREST FIRES 


_ Mr. Anpersen. Gentlemen, the committee will take under con- 
sideration a request for a deficiency for $4,500,000 for the Forest 


Service contained in House Document 330. 


> We will place in the record at this point pages 1 to 12 of the justi- 
fications, 
(The pages of the justifications referred to are as follows:) 
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Salaries and expenses, Forest Service, fighting forest fires, 1954 


Appropriation to date 
Obligations to Jan. 31, 1954 
Expenditures to Jan. 31, 1954 8, 509, 94¢ 
Budget estimate next fiscal year 6, 000, 000 
Employment: 

Average number current appropriation 

Averaze number involved this estimate 

Actual. employment Jan. 31, 1954 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The purpose of this estimate is to reimburse the national forest protection and 
management appropriation in the amount which was borrowed from it for fighting 
forest fires during the period July 1953, to January 1954, and to provide for emer. 
geney fire-fighting expenses during the last 5 months of the fiscal year (February 

, 1954—June 30, 1954). 


JUSTIFICATION FOR SUPPLEMENTAL ESTIMATES OF $4,500,000 


The following tabulation and narrative statement give detailed information on 
forest fire fighting obligations and estimates pertaining to national foresis in 
fiscal year 1954: 


Obligations to January 31, 1954 $9, 133, 480 

Estimated requirements February 1 to June 30, 1954____ 1, 441, 520 

Total for period July 1, 1953 to June 30, 1954 is estimated at. ___ 10, 575, 000 
Less amount available from fiscal year 1954 

(a) Appropriated for fiscal year 1954_ i _ $6, 000, 000 

(b) Plus estimated reimbursements 75, 000 

——— —6, 075, 000 


Total of estimate 


ESTIMATE FOR THE FEBRUARY 1 TO JUNE 30, 1954, FIRE SEASON 


January and February are usually relatively free from fires and high fire fighting 
expenditures. Unfortunately such is not the case for January and February 
1954. Due to the extended drought, in large areas of the United States, the 
fire potential is so serious that disastrous fires of the type which occurred in south- 
ern California in late December are likely to start again. The Weather Bureau's 
national weather summary for the week e: ding February 8 states: 

“Mostly dry, sunny weather has persiste! for more than 8 weeks over the north- 
central > ississippi Valley and middle aid southern portions of the Westen 
Plains and Rocky Mountains. Severe dryness, * * * is certered over north- 
western Missouri, Iowa, southern South Dakota, southeastern Wyoming, Ne- 
braska, most of Kansas, central and western Oklahoma, western Texas, and muc! 
of New Mexico and Colorado, where the total moisture received during the ‘ 
weeks was less than one-fourth ineh which is generally less than 25 percent of 
normal. During the period precipitation was below 1 ormal over practically the 
entire Country, except the Tennessee-North Carolina area, far northwester 
border districts, and along the north Pacific coast.” 

A report as of February 15 from the Denver, Colo., office, an area which 
normally has no fire occurrence during this period, states: 

“Fxtreme deficiency of snowfall is resulting in unseasonal fire hazard. The 
Black Hills area and the front range in Colorado are becoming particularly acute 
There are today 3 fires on the Roosevelt.” 

Because of critical areas such as these, it is anticipated that fire-fighting ex- 
penditures for the period February 1 to June 30 will exceed average obligation 
during past years for this same period. 

Past records indicate that under averace weather conditions it would be neces 
sary to put out 3,500 to 4,000 forest fires, involving the construction and hold- 
ing of in excess of 1,000 miles of fireline. Most of these fires would occur i: 
the States cf Mississippi, Florida, Alabama, Louisiana, Illinois, Missouri, South 
Carolina, Texas, Ohio, Indiana, Arkansas, North Carolina, Tennessee, New 
Mexico, Arizona, and southern California. In part because of the carryover 
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E effects of the 1952 and 1953 droughts, it can be expected that a number of these 
© fires will escape initial attack forces, particularly in April, May, and June. Their 
» control based on past experience would require the employment of large numbers 


of men and machines. 

Under average weather conditions, it is estimated that $1,200,000 would be 
needed to cover fire-fighting obligations during the 5-month period ending June 
30, 1954. This amount is just slightly more than the average obligations in the 
past four fire seasons. Because of the extended drought resulting in unusually 
serious fire weather, the estimates include $1,441,520 for this 5-month period. 


HIGHLIGHTS OF THE 1953 SUMMER AND FALL FIRE SEASON 


1. Drought.—Most of the forest and range areas of the United States suffered 


' a severe drought during 1953 which was a buildup from 1952. This drought 


condition made the fire danger very critical in many parts of the country. Burn- 
ing conditions which are directly related to the amount of precipitation became 


_ progressively more severe as the deficiency of rainfall became more pronounced. 
prog 


Beginning in July, from the standpoint of forest-fire danger, the drought was 
most critical in Arkansas, Oklahoma, Arizona, New Mexico, southern California, 
Idaho, and southern Utah. Up to October 19 major portions of the country ex- 
perienced less than 50 percent of their normal precipitation; other areas in Ohio, 
Missouri, Iowa, and parts of Minnesota, Nevada, California, and New Mexico 
received less than 25 percent. The drought period persisted over much of the 
country until late in November and continued into January and February 1954 
in some areas. As an example of the severity of the drought, the Rio Grande 
River at Laredo, Tex., dried up in June for the first time in recorded history. 

2. Relation of drought to expenditures for suppression and presuppression.—The 
severe drought that persisted over much of the country during the late spring, 
summer, fall, and winter months affected the expenditure of funds to protect the 
national forests in three primary ways: 

(a) Each fire that started required stronger than normal initial attack forces 
to assure early control. Since the regular fire organization was not strong enough, 
numerically, to permit dispatching the forces required for early control of all 
fires, it was necessary in many eases to recruit additional men. Whenever this 
happened, there was a time lag in attacking fires since it was impossible to re- 
cruit additional forces as rapidly as needed. Numerous fires escaped initial con- 
trol requiring large complements of additional followup forces. 

(b) Fires burned much hotter than usual. Wider fire lines than required in 
normal years had to be constructed, and the firelines built were difficult to hold. 
The explosive nature of the fires increased the danger to men fighting them. 
Fifteen men lost their lives fighting a fire on the Mendocino National Forest 
on July 9 when the fire blew up in rough country where even walking was Cifficult. 

(c) The fire season extended from 1 to 2 months longer than normal in most 
areas in the United States. In 1953 lookout and initial attack stations had to 
be manned for periods as much as one-third longer than normal on many national 
forests. 

8. Relationship of large fires to expenditures.—35 percent of all fires ere sup- 
pressed at a cost to this appropriation of $25 or less for each fire, and almost 90 
percent at a net of less than $300 each. On the other hand four large fires which 
oceurred during extreme danger periods accounted for 40 percent of the burned 
acreage and a high portion of the suppression costs. 

4. Relation of simultaneous fires occurrence to expenditures.— During brief periods 
in August more than 1,000 lightning fires were started in northern Idaho and Mon- 
tana far removed from roads in areas of heavy fuels and rugged topography. In 
addition 74 fires started from other causes. More than 60,000 man-days work 
were required to handle this critical situation resulting from numerous simultane- 
ous fires. Similar, although not as severe, lightning fire situations, confronted 
the fire organization in the mountainous areas of Oregon, southern Idaho, Wash- 
ington, California, Arizona, and New Mexico. Lightning fires start mainly in 
the rough mountainous areas at the higher elevations making them difficult to 
reach and expensive to control. Of the lightning fires noted above 789 were up 
to 5 miles from a road, 165 were 5-10 miles, 62 were 10-15 miles and 73 in excess 
of 15 miles. 

The Forest Service fire fighting organization functioned very effectively in 
fighting 9,421 fires of all types from July 1 to December 31 when the drought 
situation was at its height. Fast aggressive action by the fire organization in 
mobilizing thousands of men to control an almost disastrous situation which 
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extended over most of the summer and fall months prevented serious destructig: 
and kept the size of the average fire down to 18 acres. 

5. Winter fire season.—Generally during the month of December the fire seaso, 
is relatively quiet throughout the United States. However this year drough; 
conditions persisted in southern California and no rain fell in that area in Decem. 
ber. This coupled with the fact that only about 4% inches of rain fell in th 
area during the preceding 11 months made the fire danger exceedingly high 
Two explosive fires developed around Christmas and required in excess of 1,000 
men for control. These 2 fires burned over 23,000 acres of land and necessitated 
evacuation of about 2,000 people from their homes in the path of the flames 
The cities of Monrovia and Sierra Madre and the Mt. Wilson Observatory wer 
threatened with destruction. Of the 600 summer homes and residences in ¢} 
fire area 33 homes and 1 resort were destroyed. Incomplete surveys indicate 
damages to the watersheds involving these 2 fires will exceed $9 million. 

6. Operating costs.—Fire suppression costs have been going up sharply in recent 
years. For instance fire fighting wages in 1930 were around 35 cents per hour 
in 1940 42 cents, in 1945 60 cents, in 1950 $1.05, and in 1953 hourly wages for 
fire fighters struck a new high of about $1.15 per hour. Other operating costs 
such as rental of equipment, purchase of food and procurement of facilitating gear 
also rose proportionately. Hence it cost about twice as much to fight fire ip 
1953 as compared to 1945; more than 3 times what it cost in 1930. 

7. Transportation.—(a) Lack of fire fighters in the vicinity of many fires and 
the large number of fires occurring simultaneously required movement of fir 
fighters long distances. Airplanes were used to move men distances of more tha: 
800 miles. Of particular interest is the movement and effective use of trained 
Indian crews from Arizona and New Mexico to fires burning in Colorado, Idaho 
Wyoming and California. In excess of 2,000 Indian fire fighters were transported 
by. air during 1953. In addition key supervisory personnel, smokejumpers and 
others were transported by air to hundreds of fires. All told 23,371 men were 
transported by air to hundreds of fires. 

(b) Hundreds of miles of fireline were constructed on fires in areas inaccessib|: 
by roads. To supply the men working on these fires many hundreds of tons of 
food, equipment and other supplies had to be transported via man pack, pack 
train or aireraft. Approximately 1,400,600 pounds of equipment and food wer 
air transported in 1953. 

8. Smokejumper use on fires.—The small corps of smokejumpers, 252 strong, 
enable the Forest Service to quickly man many of the most dangerous of the more 
than 5,500 fires which were started by lightning storms in the vast inaccessible 
areas of the mountainous Far West during the 1953 fire season. During 1953 
smokejumpers made 1,754 parachute jumps to the most inaceessible fires in Idaho 
Montana, Oregon, Washington, California, and New Mexico. Some of thes 
men jumped to as many as 20 fires during the season. It is estimated that use of 
smokejumpers saved almost $1 million in suppression costs and prevented thi 
destruction of valuable resources which would otherwise have occurred. 

9. Use of machinery.—Tank trucks were dispatched to 1,933 fires, made initial 
attack on 908 fires and were the primary means used to control 687 fires during 
the year. Fireline plows, tractor dozers and other forms of fireline building 
power equipment constructed 747 miles of fireline on 1,320 fires. Hundreds of 
thousands of dollars in suppression costs and damages were saved through the 
use of such equipment. 

10. Tremendous line construction and holding job.—Several thousand miles of 
fireline of varying widths (13 inches to 11 feet) were constructed on more thai 
9,400 fires which started during the period July 1 to December 31, 1953. Taken 
alone this is a tremendous undertaking. When it is recognized that thousands 
of snags must be felled along this line, that the fire must be mopped up befor 
the line can hold the fire, that much of it must be constructed in rough, steep 
terrain in the dark of the night and that the fire is continuously pressing to cross 
the line, it can be seen that the undertaking was very difficult. 


jumbers of fires, area burned, and damage, 1953 summer, fall, and winter seasons 4 

1. Numbers of fires, July 1 to December 31, 1953——The total number of fires 
during this period was 9,421. This exceeded the number of fires in the same period 
of 1952 by 925, and the 5-year average (1948-52) by 2,530. Of considerable 
significance is the substantial increase in lightning fires which accounted for ap- 
proximately 61 percent of the total number. The number of lightning fires during 
this period in 1953 was 5,509, an increase over the 5-year average of 1,601, and 
over the 1952 number of 1,152. In addition, the incidence of lightning fire 
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occurrence as to time was much more serious in several localities, notably in 
northern Idaho and western Montana where more than a thousand fires occurred 
during a brief period in August. More than 2,800 firefighters had to be recruited 
during August to combat the fires in that area. In California during this same 
period more than 350 lightning fires were burning simultaneously, 1 of which 
escaped initial control requiring in excess of 1,000 firefighters to control. 

2. Area burned, July 1 to December 81, 1953.—In the summer, fall, and winter 
of 1953, 180,559 acres of land inside national-forest boundaries were burned over. 
Despite the serious drought situation prevailing during this period the area burned 
is slightly above that experienced during the same period in 1952 and approxi- 
mately 6,000 acres less than the annual average for the similar period during 
1948-52. Area losses were heaviest in southern California where in excess of 
90,000 acres were burned over during the severe drought months of July, August, 
and September. 

3. Damages.— Forest resource values amount to several billion dollars. Actual 
damage to those resources from forest fires are estimated at $22 million up to 
December 31, 1953. Compared to the 1951 fire season, when more than 1 billion 
board-feet of timber were killed by fire, timber losses, this year, were relatively 
light. The largest timber loss occurred in New Mexico where 18,000 acres of 
valuable timberlands were destroyed in a single fire early in April. The heaviest 
loss this year was the destruction of the cover from critical watershed areas in 
southern California. 

There follows a table summarizing pertinent data on fires. 


4. Statistical Data 


5 year average, fiscal 


Fiscal year 1953 year 1949 to fiscal 
year 1953 


Fiseal year | 


July 1 to July 1 to Jan. 1 to 


July lto | Jan. 1 to 
1953 Dec. 31 | June 30 
| 


Dee. 31, Dec | June 30, 


Number of fires: } 
Man caused , 912 36 2, O81 2, 983 
Lightning 5, 509 | , Bf 476 3, 908 | 


2, 557 6, 891 | 
86, 322 186, 204 | 80, 492 


Deaths occurring in fires in 1953 


| Title 


Powers, Robert F _..| Forestry aid July 9, 1953 
Gifford, 

Griffis, Harold J 

Hiteheock, Glenn C 

Johnson, David A ‘ 

Mieden, Robert J_....__- 

Noah, Darrel 

Rowe, Harold F................. 

Sherman, Raymond D________- 

Short, G. Daniel 

Casique, Antonio Avalos________ | July 12,1953 | 


History of appropriations for fighting forest fires 

From 1916 through 1950, the Congress appropriated each year in the regular 
appropriations act a nominal amount for fighting forest fires which was supple- 
mented to the extent required to reimburse actual expenditures by a supplemental 
appropriation made after the summer and fall fire-fighting costs were known. 
During most of this period current year appropriations were made available to 
meet prior year obligations when necessary. 
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Beginning in fiscal year 1951 Congress appropriated $6 million in the regula; 
annual appropriation act for fighting forest fires, of which $2,500,000 was resery; 
for emergencies to be apportioned for use ‘only to the extent that the Secretar 
of Agriculture, with the approval of the Bureau of the Budget, finds necessar 
to meet emergency conditions.’”” The provision making the current year appro. 
priation available to meet prior year obligations when necessary was continued 
Drought conditions in Arizona and New Mexico resulted in very serious and cost| 
fires in that region during the last half of fiscal year 1951. This exhausted tly 
entire $6 million appropriation and made it necessary to use $591,429 of th 
“Forest roads and trails’’ appropriation in accordance with provisions of law (3| 
U. 8. C. 534) which authorizes advance of funds from other appropriations. 

The amount appropriated for fiscal vear 1952 was again $6 million. However 
because of the use of $591,429 to meet obligations carried over from the pre. 
vious year, the amount available for meeting emergency forest fire-fighting ob) 
gations of the fiscal vear 1952 was $5,408,571. The severe fires in the summer 
and fall of 1951 caused depletion of the entire appropriation and expenditures 
in excess of the amount available for fire fighting were met, temporarily, fron 
other “Salaries and expenses’’ appropriations. A request for a supplemental! 
appropriation was made of the Congress to permit repayment of the amoun 
borrowed from the ‘Salaries and expenses’ appropriation and to cover antici- 
pated expenditures for fire fighting during the spring of 1953. The Congress 
appropriated $3,250,000 for this purpose, of which a surplus of $209,556 was 
returned to the Treasury as unexpended funds. 

Again in fiscal year 1953 $6 million was appropriated by the Congress to meet 
forest fire-fighting expenditures. The amount appropriated exceeded forest. fire- 
fighting obligations and $365,391 was returned to the Treasury aftet July 1, 1953 

Situation in fiscal year 1954,—Congress again appropriated $6 million to cover 
forest fire-fignting costs during fiscal year 1954. For the reasons already explained 
expenditures in excess of the amount available for fiscal year 1954 have bee 
made. These expenditures have been met temporarily from other “Salaries and 
expenses” appropriations in accordance with provisions of law (31 U.S. C. 534 
The supplemental estimate of $4,500,000 will permit the return of the borrowed 
funds needed for the purposes for which appropriated and will provide $1,441,520 
for estimated obligations for emergency fire fighting during the period February | 
to June 30, 1954. 


Mr. ANDERSEN. This has to do with the appropriations for fighting 
forest fires. We had considerable discussion relative to this in the 
regular hearings, part 2 of the hearings of this year, pages 757 throug), 
766. 

Now, Mr: Cliff, would you like to add to what you have told us 
previously concerning this item? 

Mr. Curr. Mr. Chairman, when we were before this committee on 
February 17, we discussed the need for this supplemental appropria- 
tion in considerable detail. I have a supplementary statement which 
summarizes the material which I gave to the committee at that time. 

Mr. ANDERSEN. We will be pleased to hear it. 

Mr. Curr. Mr. Chairman, this statement is in support of a supple- 
mental appropriation in the amount of $4.500,000 to meet emergency 
expenditures in combating forest fires on the national forests in the 
fiscal year 1954. 

The purpose of this supplemental appropriation is to reimburse the 
“National forest protection and management” appropriation in the 
amount which was borrowed from it for fighting forest fires during the 
period July 1, 1953, through January 1954, and to provide for emer- 
gency fire-fighting expenses during the last 5 months of the fiscal 
year—February 1, 1954, through June 30, 1954. 


WIDESPREAD DROUGHT CONDITIONS 


The fire season during the first half of fiscal year 1954 has been 
one of the most severe and difficult that the Forest Service has had 
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to cope with in many years. This is principally because of prolonged 
drought conditions over much of the country and the occurrence of 
an unusually large number of lightning fires concentrated in a brief 
period of time during the driest part of the summer. 

Most of the forest and range areas of the United States suffered a 
severe drought during 1953 which was a buildup from 1952. These 
drought conditions made the fire danger very critical in many parts 
of the country. Burning conditions, which are directly related to 
the amount of precipitation, became progressively more severe as the 
rainfall deficiency became more pronounced. Beginning in July, the 
drought was most critical in Arkansas, Oklahoma, Arizona, New 
Mexico, southern California, Idaho, and southern Utah. Up to 
November, major portions of the country experienced less than 50 
percent of their normal precipitation. In addition, much of the forest 
area of the far Southwest and localized areas in other parts of the 
United States received less than 25 percent of normal precipitation. 
The drought persisted over much of the country until late in November 
and continued into January and February, 1954, in some areas, 
particularly in southern California, southern Colorado, Arizona, and 
New Mexico. 

EFFECTS OF DROUGHT 


These severe drought conditions affected the expenditure of funds 
to protect the national forests in three primary ways: (1) Each fire 
that started required stronger than normal initial attack forces to 
assure early control; (2) fires burned much hotter than usual; (3) the 
fire season extended from 1 to 2 months longer than normal in most 
areas, 

The 1953 fire season in southern California, which normally closes 
about October 31, continued through December. Two of the most 
destructive fires of the year occurred on the Angeles National Forest 
in late December. ‘The situation was improved by rains in January, 
but burning conditions are again becoming severe. There is a mois- 
ture deficiency this winter throughout most of the Midwest, the 
Southwest, and central Rocky Mountains. We have had to fight 
several fires in the national forests of Colorado in mid-February — an 
almost unprecedented situation. Burning conditions are critical in 
the Southern States at present. 


INCREASED NUMBER OF FIRES IN 1958 


During the period July 1 through December 31, 1953, the Forest 
Service had to fight a total of 9,421 fires. This was 925 more fires 
than occurred in the same period in 1952, and 2,530 more than the 
5-year average (1948-52). There was a substantial increase in 
lightning fires which accounted for approximately 61 percent of the 
total number. There were 5,509 lightning fires during the first 
half of fiscal year 1954, an increase of 1,601 over the average for the 
same period during the preceding 5 years, and 1,152 more than 
occurred during the same period in calendar year 1952. In addition, 
the concentration of large numbers of lightning fires at one time was 
much more serious in several areas, notably in northern Idaho and 
western Montana, where more than 1,000 fires occurred during a few 
weeks in August. More than 2,800 firefighters were recruited during 
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August to combat the fires in that area. In California, during this 
same period, more than 350 lightning fires were burning simulta- 
neously. One of these escaped initial attack and required more thay 
1,000 fire fighters to control. 


1953 FIRE LOSSES 


In the summer, fall, and winter of 1953, 180,559 acres of land 
inside national-forest boundaries were burned over, Despite the 
serious drought situation prevailing during this period, the area 
burned is only slightly above that experienced during the same period 
in 1952, and approximately 6,000 acres less than the annual average 
for the same period of the year from 1948 to 1952. Area losses were 
heaviest in southern California, where in excess of 90,000 acres were 
burned during the severe drought months of July through December. 

Actual damage to national-forest resources from forest fires is esti- 
mated at $22 million up to December 31, 1953. Timber losses have 
been relatively light this year compared with the 1951 fire season, 
when more than 1 billion board-feet of timber was killed by fire. The 
largest timber loss occurred in New Mexico where 18,000 acres of 
valuable timberlands were destroyed in a single fire early in April. 
The most serious loss this year was the destruction of the cover on 
critical watershed areas in southern California, 


FORECAST OF FIRE BUSINESS FROM FEBRUARY 1, TO JUNE 80, 1954 


Past. records indicate that under average weather conditions, it 
would normally be necessary to put out 3,500 to 4,000 forest fires 
between February 1 and June 30, involving the construction, and 
holding, of in excess of 1,000 miles of fire line. Most of these fires 
will occur in the States of Mississippi, Florida, Alabama, Louisiana, 
Illinois, Missouri, South Carolina, Ohio, Indiana, Arkansas, 
North Carolina, Tennessee, New Mexico, Arizona, and southern 
California. -Because of the carryover effects of the 1952 and 1953 
droughts, it can be expected that we will have more than usual difli- 
culty in controlling fires particularly in the South and Southwest 
during April, May, and June. 

Under average weather conditions, it is estimated that $1,200,000 
would be needed to cover fire-fighting obligations during the 5-month 
period ending June 30, 1954. Because of the extended drought, it is 
estimated that $1,441,520 will be required for the period February 1 to 
June 30 this year. 


FINANCIAL REQUIREMENTS FOR FISCAL YEAR 1954 


The Department of Agriculture Appropriation Act, 1954, included 
$6 million for fighting forest fires, of which $2,500,000 was set aside 
as a contingent fund to be used to the extent that the Secretary of 
Agriculture, with the approval of the Bureau of the Budget, found 
necessary to meet emergency conditions. 

Obligations for fighting fires from July 1, 1953, to January 31, 1954, 
total $9,133,480. These obligations, which exceed by $3,133,480 the 
$6 million available, have been met temporarily from other salaries 
and expenses appropriations in accordance with provisions of law 
(31 U. 8. C. 534). The supplemental estimate of $4,500,000, plus 
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estimated reimbursements of $75,000, will permit the return of the 
borrowed funds, needed for the purposes for which appropriated, and 
will provide $1,441,520 for estimated obligations for emergency fire 
fighting during the period February 1 to June 30, 1954. 

Mr. Horan. I would like to say for the record that I assume this 
is a commitment we have made already; is that not true? 

Mr. Wuirren. Certainly, if I may say so, Mr. Chairman, this is 
something that has to be done. It is an obligation of the Govern- 
ment to provide it in advance and to make it up once we get into it. 
We have to spend the funds to meet the problem. 

Mr. Horan. By your standards, Mr. Cliff, was last year a bad 
vear for forest fires? 

" Mr. Currr. Yes, sir; particularly because of serious and widespread 
drought conditions and unusually heavy concentrations of lightning 
fires. 

Mr. AnpursEN. Mr. Cliff, is it not a fact that your obligations 
through January 31 were $9,133,480? 

Mr. Curr. That is correct. 

Mr. ANDERSEN. Estimated requirements from February 1 to Jan- 
uary 30, 1954, are $1,441,520. 

Mr. Curr. That is correct, sir. 

Mr. ANDERSEN. The only indefinite fact here is as to your estimate 
for that particular period. That is the only doubtful figure. 

Mr. Currr. For the period from February 1, to June 30. 

Mr. AnpERSEN. That is right. 

Now, the facts about the appropriations to meet these obligations 
are about as follows: You were given the sum of $6 million in the 
regular bill; were you not? 

Mr. Curr. Yes; the regular appropriation for 1954. 

Mr. ANpersEeN. And you anticipate a total obligation or expendi- 
ture of $10,575,000. 

Mr. Curr. That is correct, Mr, Chairman. 

Mr. ANDERSEN. So that we have before us a request for $4,500,000 
to take care of this absolutely essential item up through next June 30. 
That is about the picture? 

Mr. Curr. Yes. 

Mr. Anprersen. Thank you, Mr. Cliff, for your appearance before 
this subcommittee. 


Tuespay, Marcu 9, 1954. 


DisasteER LoAN Revo.tvine Funp 


WITNESSES 


R. L. FARRINGTON, DIRECTOR, AGRICULTURAL CREDIT SERVICES 

RAOUL ARCHAMBAULT, Jr., GENERAL COUNSEL, FEDERAL CIVIL 
DEFENSE ADMINISTRATION 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 


Mr. Horan. We have for consideration this afternoon an estimate 
under the item “Disaster loan revolving fund” which is included in. 
House Document 330. We will insert in the record at this point. the 
justification statement. 

(The material referred to is as follows:) 
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Disaster Loan Funp 


The limitation under this head in the act of July 31, 1953 (Public Law 175), 
on the amount available for emergency feed and seed assistance, is increased from 
“$40,000,000” to ‘'$50,000,000’’; and such increased amount may be used for 
furnishing such assistance by means of advances to States or agencies thereof, or 
otherwise, and for reimbursement of advances made to the Secretary of Agricul- 
ture from funds appropriated for disaster relief under the act of September 30, 
1950 (42 U.S. C. 1855). 

EXPLANATION OF LANGUAGE 


The $10 million increase for emergency feed assistance would provide funds to 
reimburse the President's disaster relief fund in the amount of $10 million, which 
amount was advanced to the Secretary in order that allocations might be made to 
the States under cooperative agreements for assistance in paying transportation 
costs on hay being shipped into the deficit areas. 

The proposed language of this supplemental would change the distribution of 
fund availability under the disaster loan revolving fund. It would not involve 
additional appropriation. The change would be as follows: 


Estimated 
total Proposed 
availability ehange 
current law 


Net avail- 
ability 
proposed 


Emergency feet assistance, not to exceed .___- ~..-..e+--}) $40,000,000 | $10, 000, 000 $50, 000, 000 
Disaster loans (Public Law 38, as amended) -.-.} 1161, 321,743 | —10,000,000 | ' 141, 821, 743 


191, 321, 743 | 


| 191, 321, 743 


Including collections. 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Emergency feed from stocks of Commodity Credit Corporation 

Under the authority of Public Law 115, 83d Congress, approved July 14, 1953, 
which amended Public Law 38, 81st Congress, feed grains and concentrates, 
principally cottonseed meal, corn, wheat, oats, and mixed feeds were furnished 
to eligible farmers at less than market cost in designated areas through the 
facilities of the Commodity Stabilization Service and special State and local 
drought committees. An amount of $40 million of the funds appropriated under 
Public Law 175, 83d Congress, approved July 31, 1953, was specified for furnishing 
feed assistance, including reimbursement to the President’s disaster relief fund 
for charges already incurred. 

The duration and extent of the drought during the summer and fall of 1953 so 
depleted feed supplies that it became necessary to take steps to assure continua- 
tion of the emergency livestock feed program to prevent avoidable damage to the 
livestock industry if the program were allowed to lapse. In order to assure the 
continuation of the emergency feed program, the President, on November 16, 
1953, under the authority of Public Law 875, 8ist Congress, directed the Com- 
modity Credit Corporation to furnish supplies of feed acquired by it in carrying 
out price-support operations for use in the emergency drought program, such 
supplies to be furnished without reimbursement from presently appropriated 
funds. The directive was effective from the inception of the program on June 
26, 1953. At the same time, the President stated his intention to request Congress 
to take specific action for the purpose of reimbursing the Corporation for losses 
representing the difference between the value of the feed furnished and the sales 
price received by the Corporation. 

Prices paid by farmers for CCC stocks have been as follows: Cottonseed meal, 
pellets, and cake, $35 per ton; corn, $1 per bushel; wheat, $1.10 per bushel; 
oats, 50 cents per bushel; mixed feeds at prices reflecting the reduced cost of any 
of the above ingredients. 

Costs incurred by the Corporation in handling, processing, transporting, and 
distributing these commodities will be defrayed from the $40 million provided 
by Public Law 175. It is contemplated that all remaining losses incurred by the 
Corporation on sales of feed supplics under this program; i. e., the difference 
between the value of the feedstuffs in CCC inventories and the sales prices re- 
ceived by the Corporation, would be met from a later supplemental request when 
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such losses can be definitely ascertained. On the basis of present estimates 
submitted by States currently in the program, losses on sales pursuant to the 
President’s directive will aggregate $65 million before commercial feed becomes 
available in the spring. 
j As of January 22, 1954, this program was actively effective in 695 counties in 18 
- States and in certain designated areas of the Territory of Hawaii. In addition, 
there were 87 counties in an inactive status. Through January 22, 1954, county 
USDA drought committees had approved orders for feeds in the following 
amounts: Cottonseed meal, pellets, and cake, 658,563 tons; corn, 458,970 tons; 
wheat, 34,582 tons; oats, 259,769 tons; and mixed feed, 183,146 tons. Cottonseed 
meal, pellets, and cake and oats are no longer being furnished under the program, 
' all CCC stocks having been used. 

The estimated obligations through January 22, 1954, for losses on sales of 
commodities (market price less cost to farmer) pursuant to the President’s diree- 
tive of November 16, 1953, totaled $37,430,600. Estimated obligations for freight, 
distribution, and other costs as of January 22, 1954, which are payable from the 
$40 million provided by Publie Law 175 were $22,160,300. The breakdown of 
these obligations by States are as follows: 


Feed grains and concentrates— Estimated obligations as of Jan. 22, 1954 


Losses on Freight, 
sales pursuant distribution, 
to President's) and other 
directive | costs 


State 


Alabama $54, 300 | $186, 400 
Arkansas. . 2, 710, 300 7, 913, 800 
Colorado 5, | 402, 800 978, 500 
Florida '.. 426, 600 145, 900 572, 500 
Hawaii. . . . 29, 500 27, 500 57, 000 
Kansas bon dbbecuees 2, 916, 200 1, 878, 500 4, 794, 700 
Kentucky - . 553, 200 348, 500 901, 700 
Mississippt- - ues 313, 000 | 160, 100 | 473, 100 
Missouri... eS ‘ 6, 378, 700 3, 182, 600 | 9, 511, 300 
Nevada bnesscnven 372, 000 | 242, 800 } 614, 800 
Oo) a } 2, 859, 500 | 1, 751, 300 | 4, 610, 800 
North Carolina 432, 800 151, 600 | 584, 400 
3, 120, 700 1, 802, 800 4, 923, 500 
Tennessee . . . ecerceneccoece o- 1, 638, 900 730, 800 2, 369, 700 
Texas 5 aaa 11, 447, 300 6, 371, 100 | 17, 818, 400 
Utah matconses 26, 100 28, 800 | 54, 900 
Virginia... . 781, 900 277, 500 | 1, 059, 400 
West Virginia ndanaiiiae 144, 300 78, 500 | 222, SUK) 
Wyoming... = or 78, 600 | 62, 400 | 141, 000 
Subtotal 37, 430, 600 20, 358, 100 57, 788, 700 
Undistributed pelletizing contract costs ?__. | 52, 200 | 52, 200 
Reserve for contingencies. _ . ; | 1, 750, 000 1, 750, 000 
; Grand total ‘ 37, 430, 600 22, 160, 300 | 59, 590, 900 


! Flood. 
2 Represents remainder of cost for all pelletizing contracted for to date. 


Ymergency hay program 
As agreed to in a meeting with the governors of 12 drought disaster States 
represented at a meeting held in Kansas City on October 12, 1953, the Depart- 
ment is executing agreements with States to assist them in furnishing hay to 
_ eligible farmers, Under these agreements, the Department contributes a definite 
_ sum to the State to defray one-half of the cost of transportation of the hay (not 
_  toexceed $10 per ton) and the State assumes full responsibility for purchasing and 
distributing the hay to farmers eligible under the emergency feed program. 
These agreements are authorized under Public Law 875 and are presently financed 
by an allocation of $10 million from the President's disaster relief fund. 
F The following statement sets forth total requirements for assistance in fur- 
nishing hay in the designated counties. However, the estimated re- 
quirements assume a closing date of March 31, whereas in two States, Kentucky 
_ and Missouri. it is estimated that the program may extend through April 30 and 
il June 30, respectively. It is highly probable that the amount of $1,350,436 
which is undistributed at this time will be required for aasistance in those States 
where the program extends beyond March 31. It is also possible that other 
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States may find it necessary to extend the closing date beyond March 31, as 
presently contemplated, in order to protect basic livestock herds. 


1953 drought emergency program, hay 


Estimated Present allocation with Distrit 
Present | additional | distribution of re- | +> 
agreements| require- edlimatea serve based on num- | ton based 
State (alloca- ments ber of livestock 
tions to through Toque of livestock 
States) Mar. 31, ments (unit cost 
1954 Hay States} All States 0.4976391) 
Siamese. 6.0... RA 0 0 0 0 $34, 022 $103, 979 
Arkansas. ....................] | $472,000 $142, 000 $614, 000 $722, 705 685, 573 652, 730 
0 0 0 0 39, 469 
Kansas. 971, 000 0 971, 000 1, 464, 882 1, 391, 733 
586, 000 10 586, 000 897,014 850, 9.50 
72, 000 0 72, 000 118, 568 111, 670 
Missouri......................| 1,604,000 2 389,914 1, 993, 914 2, 181, 404 2, 095, 885 
Nevada........... PBs 3 66, 000 79, 000 145, 000 90, 689 87,031 | 
| 0 0 0 0 201, 777 
North Carolina..........._._- 3 135, 000 65, 000 200, 000 181, 326 174, 464 
Gn ncctcoac..--cc<ks 0 0 0 0 130, 569 399, 049 
, | 532, 000 70, 000 602, 000 840, 416 794, 737 802, 986 
, eee Fs 0 1, 104, 000 1, 799, 954 1, 696, 877 1, 811, 970 
0 0 0 0 21, 529 65, 798 
Virmeie..... ....4.csablsdsieedicul 3 596, 000 27, 000 623, 000 799, 214 769, 116 529, O84 
West Virginia. _............. 208, 000 0 208, 000 319, 016 302, 57 289, 040 
0 0 0 0 57, :250 174, 970 
ees 6, 346, 000 772, 914 7, 118, 914 9, 415, 188 9, 445, 226 9, 471, 963 
Florida (flood) ............._. 382, 000 0 382, 000 584, 812 554, 774 528, 037 
Total requirements... - 6, 728, 000 772, 914 7, 500,914 | 10,000,000 | 10,000,000 | 10, 000, 000 
3, 272, 000 —772,914 2, 499, 086 |_. 
ee 10, 000, 000 0 | 10, 000, 000 | 10,000,000 | 10,000,000 | 10,000, 000 
1 Closing date April 30. 
2 Closing date June 30. 
3 Includes increases authorized by telegram: 
State Date | Amount 
| 


Mr, Horan. Mr. Farrington, do you want to explain this and 
justify it? 

Mr. Farrineton. Yes, Mr. Horan. I have a brief prepared state- 
ment. The program changes so fast that I have a second statement 
that was prepared at noon. I will read the first statement. 


GENERAL STATEMENT 


The purpose of this estimate is to amend the language of the item 
“Disaster loan revolving fund” in the act of July 31, 1953, Public Law 
175, to increase from 40 to 50 million dollars the limitation on the 
amount for emergency feed assistance. It does not involve the 
appropriation of additional funds but would change the limitation 
within the existing fund to permit the Department to reimburse the 
President’s disaster relief fund appropriated pursuant to Public Law 
875 for the $10 million Pe MS to the Secretary to provide a con- 


tinuing and orderly means of assistance in the designated drought 
areas, by helping the States to furnish hay. 
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As agreed to at a meeting in Kansas City in October with the 
Governors of the drought States, the Department has executed agree- 
ments with a number of the drought States to assist in furnishing hay 
to eligible farmers and ranchers in the drought areas. Under the 
agreements, the Department allocated a definite sum to defray one- 
half of the cost of transporting hay but in no case does the assistance 
exceed $10 per ton. ‘The States assume responsibility for procuring 
and distributing the hay. Allocations to States are based on the 
number of livestock in the drought areas. 

Current agreements total $6,728,000. On the basis of State 
estimates, anticipated additional requirements at this time amount to 
approximately $1,921,564, or total requirements of $8,649,564. This 
assumes that by about the Ist of April feed will become available in 
most of the States. In the event unforeseen emergencies arise, 
however, it is essential that funds be available to continue the emer- 
gency assistance in order to Lee basic livestock herds. 

Mr. Horan. Will you yield there for a moment? I was surprised 
in some testimony on another supplemental to find that the Colorado 
watershed is very, very dry and they are even having trouble with 
forest fires out there, which makes it quite apparent that we ought to 
be tooled up to deal with any possible disaster condition. Continue, 
please. 

Mr. Farrineton. Yes, sir. 

Therefore, it is recommended that the limitation be increased to 
$50 million so that the President’s disaster relief fund can be reim- 
bursed in the amount of $10 million and at the same time the hay 
program can be continued without interruption to safeguard the live- 
stock industry and the stability of those areas where livestock is the 
predominant industry. The recent severe dust storm which occurred 
on February 19 in a sizable area in Colorado, Kansas, and New Mexico, 
and the Panhandles of Texas and Oklahoma, is an example of a 
situation which makes the exact date for complete termination of the 
drought program unpredictable. Several storms of less severity have 
occurred later in the same area. It is difficult to get an accurate 
appraisal of the damage in such situations until a few weeks after the 
damage has occurred. 


STATUS OF PROGRAM TO FURNISH FEED GRAINS AND CONCENTRATES 


The hay program is a valuable supplement to the program under 
which the department is furnishing feed grains and concentrates to 
farmers in the designated drought areas. Such feed grain and con- 
centrates are being furnished to established farmers, ranchers, and 
stockmen at less than market cost in designated areas through the 
facilities of the Commodity Stabilization Service and special State 
and local committees. Prices at which feed is made available are 
as follows: Corn, $1 per bushel; wheat, $1.10 per bushel. While it 
was available, cottonseed meal, pellets, and cake were sold for $35 
per ton and oats were sold for 50 cents per bushel. Mixed feeds are 
sold at a price reflecting the reduced cost of any of the above ingre- 
dients. 

On November 16, 1953, pursuant to the authority of Public Law 
875, 8ist Congress, the President directed the Commodity Credit 
Corporation to furnish supplies of feed acquired by it in carrying out 
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price-support operations for use in the drought emergency program: 
such supplies to be furnished without reimbursement from presently 
OPEFOREIOKON funds. The directive was effective from the inception 
of the program on June 26, 1953. 

At the same time the President stated his intention to requesi 
Congress to take specific action for the purpose of reimbursing the 
Corporation for losses representing the difference between the market 
value of the feed rice ake under the directive and the fixed sales 
price received by the Corporation. Under the directive, costs in- 
curred by the Corporation in handling, processing, shipping, and 
otherwise distributing supplies of feed continue to be defrayed from 
the $40 million appropriated by Public Law 175 for supplying emer- 
gency feed. 

As of February 19, 1954, this program was active in 715 counties in 
18 States and certain designated areas of the Territory of Hawaii. 
In addition, there are 74 counties in an inactive status. Count, 
USDA drought committees have approved orders for feeds in the fol- 
lowing amounts: cottonseed meal, pellets, and cake, 659,873 tons: 
corn, 620,495 tons; wheat, 55,338 tons; oats, 248,995 tons; and mixed 
feed, 246,643 tons. 

The estimated obligations through this period for losses on sales of 
commodities—market price less cost to farmer—pursuant to the 
President’s directive of November 16, 1953, totaled $42,366,400 
Estimated obligations for freight, distribution, and other costs as of 
February 19, 1954, which are payable from the $40 million provided 
by Public Law 175, were $24,741,100. 

On the basis of estimates submitted by States currently in the pro- 
gram, losses on sales pursuant to the President's directive will aggre- 
gate $65 million before commercial feed becomes available in the spring 
and the $40 million will have been obligated for freight, distribution, 
and other costs. 

Mr. Horan. We will make the attached chart a part of the record 
at this point. 

(The material referred to is as follows:) 


Pell 
tri 
Rese 
wit! 
Con 
+ 
now 
cis 
Ac 
by 
th 
be 
th 
al 
Bi 
th 


175 


cram: F Emergency feed program through Feb. 19, 1954 
senily 
»ption 4 Feed, grain, and concentrates | | Number of 
i Obligations Commit- | 
advances to 
e the Toms Losses on Freight States for I 
arket on sales pur- | distribu- hay Active tie 
sales | suantto | tion and | 
ACS | | President's other 
tS in- : } | direetive ! costs ? | 
from States designated under Public Law 875: 
8,472 $80, 900 11 
emer- | Arkansas. ......... 251, 611 3, 108, 700 $472, 000 70 
27, 944 443, 000 Il 
i Florida #........_. ; 19, 419 172, 400 382, 000 | 22 
Jes in Kansas. 145, 206 1, 922. 400 971, 000 62 2 
Kentucky. ,---| 34,016 412, 200 586, 000 80 
Mississippi... ... . 18,427 | 195, 500 | 72, 000 10 
Missouri___. | $48,124 3,595,100 604, 000 85 
yunty Nevada... _- i | 17,820 267, 500 66, 000 9 
e fol } New Mexico : 127, 964 1, 951, 300 0 1 
rm North Carolina 23, 071 172, 700 135, 000 | 20 
tons: Oklahoma. - ; 144, 423 2, 114, 200 19 21 
‘Tennessee | 100, 219 838, 900 532, 000 57 
nixed Texas.....-- 503, 610 6,970,300 | 1,104,000 | 114 50 
Utah 4, 202 74,600 | 6 
j Virginia 44, 720 354, 700 596, 000 | 61 
les of West Virginia. ..__- | 12,660 110, 700 208, 000 43 
Wyoming 6, 744 82, 300 5 
the 1, 213 29, 200 (s 
400 - Pelletizing cost on feed not yet dis- | 
? tributed by States 4, 500 
as of Reserve for contingencies . 1, 750, 000 > 
rided Total feed program _.....----{1, 839, 374 | 42, 366,400 | 24,741,100 | 6, 728, 000 715 74 
pro- ! On Nov. 16, 1953, the President directed CCC to make available feed supplies from CCC inventory 
without reimbursement from present appropriations. The President indicated that he would request 
yere- Congress to take specific action to reimburse CCC for losses incurred. 
ring 2 Charged to $40 million appropriated by Public Law 175. The unused balance of this fund is $15,258,900, 
eo 3 Charged to allocation of $10 million from President's disaster relief fund 
tion, ‘ The program in Florida is for flood relief. 


5 The leeward side of the major islands of Hawaii has been designated under the program. 4 islands are 
now active under the program, 
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Mr. Horan. Will you make clear this sentence: 
It does not involve the appropriation of additional funds. 


Mr. Farrineton. The answer to that, Mr. Horan, is that the $10 
million would be taken from funds already appropriated and in a 
disaster loan revolving fund being administered by the Farmers’ Home 
Administration. 

I believe, Mr. Horan, that there are possibly two corrections that 
need to be made in the statement. In the first page I said it assumes 
by about the Ist of April that feed will become available in most of 
the States. 1 would like to change that to April 15 rather than April 1 
j a the reports which have come in the last few days have changed 
that. 

In the last paragraph of the statement, where we refer to the total 
amount of the loss being $65 million, it will probably be $70 million. 
I think that figure should be corrected, too. 

Mr. Horan. This is an operation that is pretty hard to predict what 
the liabilities will be in any given year? 
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PROPOSED ASSISTANCE TO AREAS AFFECTED BY RECENT DUST STORMs 


Mr. Farrinaron. There is another statement which I would lik 
to get into the record, Mr. Horan, if | may. Going back to this 
recent duststorm that occurred on February 19 in Colorado, Kansas 
New Mexico, and the Panhandles of Texas and Oklahoma, we have » 
request for some assistance to those States which I would like to dis- 
cuss in this statement which was just prepared at noon today. 

Mr. Chairman, since the proposed language in House Document 330 
was submitted another problem has arisen. Recently there have been 
serious dust storms in Colorado, Kansas, Oklahoma, Texas, and New 
Mexico as result of the prolonged drought in these areas, In order 
to keep these lands from blowing, thereby preventing serious erosion 
of the soil, the lands should be chiseled and listed. The Department 
is encouraging farmers and ranchers in the areas to take such action 
immediately. Appropriate State and local officials are considering 
requiring the farmers and ranchers to protect their lands in this 
manner. 

All of these States have legislation enabling local governments to 
take certain measures to combat wind erosion. In Kansas and Colo- 
rado administration is by the counties acting through the boards of 
county commissioners. In broad outline the measures may consist of 
cultivation of the blowing land by the county upon failure of the 
owner, after notice, to do so. The cost is recovered either by general 
taxation or a special assessment against the land treated and if no 
money is available for payment of persons performing the work war- 
rants may be issued against anticipated tax revenues, In New Mexico 
and Texas administration is by special wind erosion districts. Other- 
wise, the method of operation is similar to the Kansas and Colorado 

lan. However, these districts do have special authority to borrow 
rom the Federal Government and pledge tax revenues as security. 
Oklahoma has a comprehensive soil erosion control law and a soil 
conservation district law, but in 1941 the provisions for financing 
operations under the wind erosion control law were repealed. How- 
ever, after consultation with State and local authorities it may be 
possible to work out some method of operation under this law or a 
. plan utilizing soil conservation districts may prove feasible. 

In those instances where the landowner fails to take the necessary 
steps the State and local authorities are contemplating performing the 
work and recovering the cost through special assessments. But many 
of the counties or other local governmental agencies do not have 
adequate funds with which to perform this work. 

Under Public Law 875, 8lst Congress, 2d session, the Federal 
Government has authority to perform on public or private lands 
protective work essential to the preservation of life and property or 
may make contributions to State and local governments for this 
purpose. This broad authority, together with the general authority 
to cooperate with State and local governments contained in Public 
Law 875, is deemed ample to permit the utilization of funds appro- 
priated under Public Law 875 by local agencies for wind erosion 
control on a reimbursable basis. Specifically, this could entail the 
purchase of warrants in Kansas and Colorado, the making of loans to 
erosion districts in New Mexico and Texas, and the extension of 
similar aid in Oklahoma if legally feasible under State laws. In any 
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J event, although the details may have to be adjusted to local conditions, 
‘the money advanced by the Federal Government would eventually 
be repaid. pro tig 

’ The Budget Bureau is considering a proposal by the Department 
jinvolving the purchase of warrants or furnishing other similar assist- 
Pance on a reimbursable basis. ‘The size of the program will depend 
jupon (1) ability of local farmers to control wind erosion with their 
own resources, (2) the amount of funds presently available to the local 
governments, and (3) the availability of local credit to finance the con- 
templated operations without Federal aid. Having in mind these fae- 
tors, the best estimate of the size of this program in the areas presently 
affected will probably range between $1,500,000 and $2,500,000. 

We have a proposed revision of the language submitted in House 
Document 330 which would be required for this program. This lan- 
cuage would permit reimbursement of the full $10 million to the Presi- 
dent’s disaster relief fund and would make the disaster loan revolving 
fund available for this program of financial assistance on a reimburs- 
able basis. The warrants and other documents issued in making the 
advances to these local governmental agencies under this program 
would be held as assets of the disaster loan revolving fund and the 
amounts repaid would be deposited to the credit of the revolving fund. 

That concludes our presentation, Mr. Chairman. 


LANGUAGE CHANGES 


Mr. Wueever. The language I have just handed you ineludes the 
additional language that Mr. Farrington has referred to which the 
Budget Bureau has cleared today. I have underscored in pencil the 
additional language in comparison to the language presented in the 
House document. 

Mr. Horan. We will insert in the record at this point the Budget 
Bureau letter together with the proposed language amendment. 

(The material referred to is as follows:) 


Executive Orrice or THE PRESIDENT, 
BurEAU OF THE 
Washington, D. C., March 9, 1954. 
The honorable the Secretary oF AGRICULTURE, 

My Dear Mr. Secretary: This will acknowledge the receipt of Aeting Secretary 
Morse’s letter of March 5, 1954, proposing to use up to $2,500,000 of the $10 
million heretofore allotted to the Department of Agriculture from the President’s 
disaster relief fund, for assistance to farmers and ranchers in the drought stricken 
areas, for the specifie purpose of providing financial assistance to States and local 
governments on a reimbursable basis for a program of wind erosion control. 

This is to advise you that the Bureau of the Budget has no objection to the 
proposal, nor to the attached language change in the pending supplemental esti- 
mate for the disaster loan revolving fund necessary to make the program effective. 

Sincerely yours, 


Jos. M. Doves, Director. 
{ LANGUAGE AMENDMENT TO PENDING SuPPLEMENTAL 


(H. Doc. No. 330, p. 8, language regarding disaster loan revolving fund) 


After the words and punctuation “or otherwise,” insert the following: “and 


for financial assistance to States and local governments on a reimbursable basis 
> including the purehase of warrants issued by such governments for a program of 
wind erosion contro] in drought areas designated under said Act of September 
30, 1950.” 
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Mr. Wueever. Mr. Farrington explained that this language woul 
enable us to use within the revised limitation of $50 million, the 
disaster loan revolving fund for underwriting, so to speak, this work 
of listing and chiseling to deter further dust blowing. It would be 
reimbursable program. The Government would be repaid over 
period of time. 

Mr. Horan. Are those in the form of an agreement with the States 
themselves? 

Mr. Farrinetron. We would enter into an agreement with the 
State covering this proposal, Mr. Horan. 


ADDITIONAL ADMINISTRATIVE COSTS 


Mr. Horan. This is a rather large program. It involves the 
employment of other agencies of Government, namely, the Farmers 
Home Administration and the Soil Conservation Service. Could you 
inform us as to what the impact will be on the administrative costs 
of those agencies, including, I might say, the Farm Credit 
Administration? 

Mr. Farrinetron. There will be very little additional cost. | 
don’t feel there will be any appreciable additional cost, Mr. Horan, 
in the program we are now suggesting. 

Farmers’ Home is of course already making disaster loans in this 
Dust Bowl area. 

Mr. Horan. As well as elsewhere in the United States? 

Mr. Farrineton. Yes. The agricultural conservation program is 
of course working there as well as everywhere else. Most of the ACP 
funds have been already committed for this year, but there is some 
flexibility where the farmer can change his program around to conform 
to the new conditions caused by this dust damage. All we would do in 
this program is to purchase the warrants in those cases where the owner 
of the land either failed or declined to take the measures that the 
local county commissioners thought they should take. 

Our function would be that of a banker in purchasing these warrants 
and carrying them to maturity, or in making loans to soil conservation 
districts which would perform essentially the same function. So there 
would be no added administrative costs in any appreciable amount. 

Mr. Horan. I am familiar of course with the matter of States 
taking action of this nature, where the landowner either won’t or 
isn’t able himself to take care of something that could prove dangerous 
and a menace to his neighbor. We have a similar law werking in our 
fruit orchards in the State of Washington. I think it is the proper 
way to approach this. You arrive at a place where sometimes action 
of a rather contrary nature just has to be done in the public interest. 

We are under some criticism from other quarters for what is alleged 
to be too low a figure for the administration of some of these agencies. 
In your opinion the Farmers’ Home Administration will be able to 
participate in this work with their present budget allowance? 

Mr. Farrineron. I think so, Mr. Horan. This will not entail any 
extra work particularly so far as Farmers’ Home is concerned. In 
the disaster, which makes it necessary for us to put the disaster loan 
program into effect, the administrative costs for that will be berne 
out of the disaster loan revolving fund. FHA may in some cases in 
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those disaster areas have to put on extra help because of the disaster 
but not because of this kind of program. 

Mr. Horan. We have already told Mr. McLeaish and others that 
we want these programs to proceed, that we have to have them. We 
have also told them we want them to watch closely the need for ad- 
ministrative money, and if they do need them, this subcommittee, as 
long as the Congress is in session and when it is not too late, stands 
ready to meet those needs at any time, feeling that we are in the realm 
here of where we have to do something. It is not a matter of pro- 
graming it; it is a matter of meeting a situation. 


STATUS OF REVOLVING FUND 


Mr. Horan. I would like to put this in the record, along with the 
remainder of your tables. 
(The material referred to is as follows:) 


Status of disaster loan, etc., revolving fund, estimated—Feb. 28, 1954 


| 
Production, | 
> weonomic Emergency 
| disaster—_ | “disaster | Special live-| andseed| Total 
orchard and loans stock loans nesibtence 
| fur loans | 
Balance available July 1, 1953 $17, 321, 743 
Appropriated, 1954. _. bis ibid dines | $30,000,000 | $60,000,000 | $40, 000, 000 130, 000, 000 
Collections through Jan. 31, 1954 34, 124, 738 1,051 | 343, 397 |--------<---- | 3A, 469, 186 
Estimated February 1954 collec- | 
tions... 1,600, 000 | 24, 000 | 206, 000 | 1, 830, 000 
Total availanle Feb. 28, | 
1954 53,046,481 | 30,025, 051 60, 549,397 | 40, 000, 000 | 183, 
Obligations, Feb. 28, 1954: 
Loans | 19, 662, 795 11, 942, 482 69, 27 
Administrative (estimated) _.| 1, 227, 000 36, 900 36, 900 |... Peat 1, 300, 800 
Feed and seed assistance...._ |... 25,211,200 | 25, 211, 200 
_ | = 
Total obligations 20, 889, 795 11, 979, 382 37, 733, 897 25, 211, 200 | 95, 814, 274 
Estimated balance Feb. 28, 1954. 32, 156,686 | 18,045,669 | 22,815,500 | 14,788,800 | 87, 806, 655 


LOSSES ON SALES PURSUANT TO PRESIDENT’S DIRECTIVE 


Mr. Horan. I notice this table which is attached to your statement, 
and which is already in the record states “Losses on sales pursuant 
to President’s directive.’ That is from the Commodity Credit 
Corporation, I assume. 

Mr. Farrineton. That is correct. 

Mr. Horan. That $42% million shown there, will we have to meet 
that by a repair item in our appropriation bill? This represents im- 
pairment in the Commodity Credit funds. 

Mr. Wuee.er. That is correct. The CCC is carrying that loss 
for the time being. After the program is over, or when we can 
reasonably estimate what those losses will be, it is the President’s 
intention as expessed in his directive of November 16, to request 
Congress to take specific action to reimburse CCC for those losses. 
That is not before you at the moment. 

Mr, Horan. That will be covered, I suppose, by next year’s esti- 
mate? 
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Mr. Wuee er. It could be handled either in a supplemental later — “'5*S 
this ap or as an item in next year’s budget. That hasn’t been deter. F °°" 
mined. 

Mr. Horan. You have $15% million left of the $40 million disaster 
fund. Do you anticipate that that will be obligated before the 
fiscal year is out? 

Mee Farrineton. It is hard to tell, Mr. Horan. Maybe all of it 
wi 

Mr. Horan. Couldn’t you repay them the President’s fund out of F fund 
the $40 million? 
Mr. Farrrneron. No, sir. Mr. Wheeler, do you want to speak of FO wit 
that? plac 

Mr. Wuxeter. It would not be safe to count on it, Mr. Horan, — “52 
The projections are that the whole $40 million could be needed for As 
the transportation and other costs before the feed program is over. mad 
Bear in mind that the limitation we are talking about is a not-to- F- whic 
exceed limitation, so that the $10 million repayment would come f°! ! 
out of that limita ion. If it turned out that the entire $50 million 
was not needed for the purposes specified, then the balance would 
automatically be available for loans. 

Mr. Farrineton. We have unallocated out of the $10 million for 
hay, $2,499,000. We had thought that out of that $2,499,000 we 
could carry these warrants that I have been discussing. I may say 
that the plan on that, Mr. Chairman, unless this committee saw some 
objection and subject to the approval of the Bureau of the Budget 
and Federal Civil Defense, was to go ahead with that because it is 
an emergency measure. The general council of the FCDA is here 
today at this hearing. 

In presenting that second page of it I was merely telling the com- 
mittee of the problem that we had and which we plan to go ahead 
and meet regardless of the decision on the other point, unless the 


committee saw objection to it. | prie 
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ADEQUACY OF DISASTER LOAN FUND 


_Mr. Marsnaty. Do you feel you have enough money in your 
disaster loan fund to carry you through this fiscal year after this 4 
transfer takes place? 


Mr. Farrtneron. We had thought so, yes, sir, when you consider a 
which are coming back into the disaster loan revolving 
und. 2 

Mr. Marsuauu. Bearing in mind that a fair share of the expense of FD _ 
farmers might be involved in getting their crops in the ground? be 

Mr. Farrineton. That is understood, yes, sir, that we may have to —- ry 
continue rather heavy lending from the disaster loan revolving fund. FO?! 
I think the estimates that Mr. Smith has, show that it is our best Fo” 
judgment that we can do it. ( 

Mr. Horan. This could be reimbursed directly to the President's 
disaster fund by the Congress, couldn’t it? 

Mr. Wuetcer. By direct appropriation? 

Mr. Horan. Yes. 

Mr. Wueeter. That could be done. I think the reason for 
handling it this way is this: The legislative history of Public Law 115 
and 175 I think made it pretty clear that Congress intended this 
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disaster loan revolving fund, as amended by Public Law 115, to be the 
‘source by which agricultural disasters of this type would be handled 
‘rather than continuing to draw as a regular matter on the President’s 
disaster relief fund. 


During the winter months and when Congress is not in session it 


| did become necessary again to draw on the President’s disaster relief 
fund. 


It appears desirable to reimburse the President’s disaster relief 


fund from the funds appropriated by Public Law 175 and let this fund 
} stand on its own feet. Lf later at any time it appears that emergencies 
Pare such that additional funds have to be appropriated, we feel the 
' place to appropriate them is to the disaster loan fund for agricultural 


disasters. 
As the present estimates are projected, this repayment, could be 
made and funds will still be available at the end of the fiscal yeac 


_ which together with collections coming in will give us the usual amount 
of funds for production disaster loans for the next fiscal year. 


STATUS OF FUND 


Mr. Horan. I guess it doesn’t make a great deal of difference how 
we do it as long as the funds are available. That is all I have. Is 
there anything else we should have on the record? 

Mr. Wuee ter. Mr. Archambault, General Counsel of the Federal 
Civil Defense Administration, which has the responsibility for handling 
the relief disaster fund, is here. If you have any questions about the 
status of that fund and the necessity of it being reimbursed, I am sure 


' he will be glad to comment on that. 


Mr. ARCHAMBAULT. I have no formal statement, Mr. Chairman. 


' In answer to the member’s question earlier as to the status of the 
' fund which would be reimbursed by this $10 million, the present 
' status is $9,294,178. There has been in the past, since 1951, appro- 
' priations beginning with $800,000 as the first item, which was done 


on a temporary basis, followed immediately by an appropriation of 


' $25 million, subsequently by one of $5 million, and then in April of 


1952, another $25 million. 

To date, in 1953, there have been no additional appropriations to 
the fund, and the expenditures have totaled $12,311,118, which takes 
in the $10 million that has been advanced to the Department of 


Agriculture 


It would put the fund in a category of $15 million to $20 million 


_ which we feel is a necessary reserve to keep in that fund. Based upon 


the short life of this law, the record will indicate that an amount 


_ approximating $15 to $20 million ought to be kept as a minimum 
| figure to take care of any of the unforeseen major catastrophes that 
come up. 


Mr. Horan. Thank you. I believe that completes it. 
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SUBCOMMITTEE ON DEPARTMENTS OF STATE, JUSTICE, AND 
COMMERCE APPROPRIATIONS 
CLIFF CLEVENGER, Ohio, Chairman 


FREDERIC R. COUDERT, New York JOHN J. ROONEY, New York 
FRANK T. BOW, Ohio PRINCE H. PRESTON, Jr., Georgia 
SAM COON, Oregon ROBERT L. F. SIKES, Florida 


Wepnespay, Marcu 10, 1954. 


ADVISORY COMMITTEE ON WEATHER CONTROL 


WITNESSES 


CAPT. H. T. ORVILLE, UNITED STATES NAVY (RETIRED), CHAIR- 
MAN, ADVISORY COMMITTEE ON WEA''HER CONTROL; AND 
CHARLES GARDNER, Jr., ACTING EXECUTIVE SECRETARY, ADVIS- 

ORY COMMITTEE ON WEATHER CONTROL 


Mr. Cievencer. Gentlemen, the committee will come to order. 

The first matter before us this morning is the request of the Advis- 
ory Committee on Weather Control. The request is for $150,000, as 
contained in House Document No. 305, which document will be placed 
into the record at this point; also the justification statement and the 
related green sheets. 

(The material referred to is as follows:) 


[House Document No. 305] 


EXEcutTive OFFICE OF THE PRESIDENT, 
Bureau OF THE BupGet, 
Washington 25, D. C., January 23, 1984. 
The PREsIDENT, 
The White House. 


Str: I have the honor to submit herewith for your consideration a proposed 
supplemental appropriation for the fiscal years 1954 and 1955, in the amount of 
$150,000, for the Advisory Committee on Weather Control, as follows: 


“INDEPENDENT OFFICES 
“ApvisoryY COMMITTEE ON WEATHER CONTROL 
“Salaries and Expenses 


“For necessary expenses of the Advisory Committee on Weather Control, established 
by the Act of August 13, 1953 (67 Stat. 559), including services as authorized by 
section 15 of the Act of August 2, 1946 (5 U. S. C. 55a), $150,000, to be immediately 
available and to remain available until June 30, 1955.” 

Public Law 256, passed late in the last session of Congress, created the Advisory 
Committee on Weather Control to study and evaluate public and private experi- 
ments in weather modification and to make appropriate recommendations to the 
President and the Congress. The Committee is to make its final report by June 
30, 1956. 

Nominations of the five public members of the Committee have been forwarded 
for Senate confirmation. This estimate is submitted at this time in order that the 
Committee may begin operations as soon as possible. The estimate is intended 
to cover the expenses of the Committee through fiscal year 1955. 

I recommend that the foregoing proposed supplemental appropriation be 
to Congress. 

spectfu ours 
Jos. M. Dopas, 
Director of the Bureau of the Budget. 
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Advisory Committee on Weather Control for fiscal years 1954 and 1955, 
$150,000. 

This Committee was established by the act of August 13, 1953 (67 Stat. 559). 
The act provides that it shall make a study of all public and private experiments 
in weather control (particularly rainmaking) and report its findings to the Presi- 
dent for submission to the Congress from time to time, making a final report no 
later than June 30, 1956. 

No positive methods of evaluating weather control experiments are now known. 
The Advisory Committee on Weather Control will have to develop improved 
methods almost immediately if its final report is to cover a 2-year period ending 
in early 1956, as intended by the Congress. 

Development of improved evaluation methods and the analysis of experimental 
data will require employment of highly skilled persons having experience in 
meteorology, physics, and statistics. The Advisory Committee contemplates 
hiring a small administrative and clerical staff consisting of an executive secretary, 
and assistant secretary and three clerical assistants. These will serve the Com- 
mittee, which consists of 5 members from private life and 6 from Government, 
and serve a professional staff of 3 permanent employees and 2 or 3 consultants. 
This will mean a total of 8 permanent positions and the full-time equivalent of 3 
other positions. The Advisory Committee feels it cannot properly fulfill its 
assignment without this minimum staff, 

The cost of hiring the permanent employees has been calculated at $57,585. 
The cost of paying part-time employees, including consultants (3) and the mem- 
bers of the Committee from private life (5) which the act specifies shall be com- 
pensated at the rate of $50 per day when engaged in Committee business, has 
been calculated at $40,000. The total for permanent and part-time employees, 
plus a $240 allowance for pay in excess of the 52-week base, thus comes to $97,825 
per annum. 

The Advisory Committee expects that the sum of $18,000 will be required for 
travel. This will take care of Committee meetings which will be held at Wash- 
ington but also in the field, that is, where experimental work is being carried on. 
It will take care of meetings of special subcommittees in Washington, hearings in 
the field, and staff travel expenses. 

Of the total, the Advisory Committee expects that $2,100 will be necessary 
for the two annual meetings specified in the act and subcommittee meetings in 
Washington. It expects that $8,250 will be required for field meetings and 
inspection trips (6 involving an average of 5 days in travel status) and $2,000 for 
subcommittee meetings in the field, including hearings (5 involving an average 
of 4 members for 4 days). The Advisory Committee will have to pay the travel 
expenses of the Government members, as well as the members from private life, 
to attend meetings in the field. 

For staff travel, the Committee expects that $2,250 will be required for field 
inspection trips, $1,125 for subcommittee meetings and hearings, and $2,275 
for other travel (to collect data, visit research centers, etc.), a total of $5,650. 
Thus the total for all travel will come to $18,000 per annum. 

Other expenses anticipated by the Committee include $800 for transportation 
of things, $1,000 for communication services, $1,°00 for printing and reproduction, 
$575 for supplies ana materials, and $800 for equipment. These bring the grand 
total for all anticipated obligations to $120,000. 

All the above figures apply to a year’s operation of the Advisory Committee. 
The figure for the remainder of fiscal year 1954, $30,000, has been obtained by 
taking the monthly average of $10,000 and multiplying by three months. 

The Advisory Committee acknowledges that it may not have all its personnel 
hired during its first month or so of operation. But it does expect that it will 
then have its greatest need for the services of consultants of the highest reputa- 
tion. The success of the Committee’s whole program will depend, to a great 
extent, on the groundwork laid in the first few months. Thus it feels that expendi- 
tures will come up to the $10,000 per month level. 

The urgency behind the request for a supplementary appropriation lies mainly 
in this: The Committee is expected to review a 2-year period of weather modifica- 
tion activities underway in widespread areas of the United States and in many 
foreign countries. Its final report is due on or before June 30, 1956. Obviously 
at least 2 months will be required for the final collection of data, analysis of data, 
and the preparation and printing of the report. The 2-year reporting period 
would have to end, therefore, no later than April 30, 1956, and begin May 1, 1954. 
Before May 1 of this year, the Advisory Committee will have to settle on its 
methods of evaluation, determine what data it will require of persons carrying on 
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experiments, and give such persons proper notification in advance o 
mental work carried on in May. 


f the exper. 


For this reason, the Advisory Committee feels it has an urgent need for func 


at the earliest possible date during the present fiscal year. 


SALARIES AND Expenses, Apvisory CoMMITTEE ON WEATHER 


Amounts available for obligation 


ConrTROL 


Estimate, 
Actual, 1953 1954 


Appropriation or estimate. | 
Prior year balance available | 


Total available for obligation 


Estimate, 
1955 


Obligations by activities 


Estimate, 
Actual, 1953 1954 


Estimate, 
955 


Evaluation of experiments in weather modification..........__|...___...___- $30, 000 


| $120, 00 


Obligations by objects 


Object classification Actual, 1953 egg 


Estimate, 
1955 


Total number of permanent positions._...............-.....-- 
Full-time equivalent of all other positions 
Average number of all employees 


wwe 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


01 Personal services: 
Permanent positions 5 

Regular pay in excess of 52-week base 


Total personal services 
03 Transportation of things 

04 Communication services. ....... 
06 Printing and reproduction 
08 Supplies and materials 
09 Equipment 


Obligations incurred 


De 
{ 
j 
§ 
( 
f 


bed $150, 000 
120, 
120,00 
0 $57, 585 4 
) 40, (008 
al 


Detail of personal services 


exper 

or fur 3 | Actual, 1953 Estimate, 1954 | Estimate, 1955 
‘ | Num- | Total | Num- Total Num- | Total 

NTROI | ber salary ber salary ber salary 


| Departmental: | 
_— = Special positions at rates equal to or in excess of | | | 
'stimate $12,000: Executive 1 | $12,000 | 1 | $12, 000 
1955 General schedule of grades: 
| GS-15. Range $10,800 to $11,800: Meteorol- | } | | 
ogist 1| 10,800 | 1 | 10,800 
; GS-13. Range $8,360 to $9,360: Meteorolo- | | | 
$120. 0 2| 16,720 | 2{ 16,720 
oe GS-12. Range $7,040 to $8,040: Staff assist- | | 
120 ant 1} 7,040 | 1} 7,040 
GS-7. Range $4,205 to 1 |} 4, 205 | 1} 4,205 
GS-5. Range $3,410 to 2} 6,820 | 2} 6,820 
120, 0 Total permanent, 8 | 57,585 | 8 | 57,585 


; Net permanent, departmental (average num- | 
j 14, 350 | 8 | 57, 585 


Other positions: 
timate, Temporary employ | 10, 000 |... 40, 000 
1955 Regular pay in excess of 52-week base_______| 240 
$120, & 
STaTEMENT OF Capt. H. T. Orvitte, USN (Retirep), CHAIRMAN, ApVISORY 
CoMMITTEER ON WEATHER CONTROL 
” sa I am Capt. Howard T. Orville of Baltimore, Md., chairman of the Advisory 
‘eas _ Committee on Weather Control. I am appearing on behelf of thet Advisory 
+ Committee, which has as its membership, in addition to myself, Dean A. M. 
| Eberle, of South Dekota; Mr. Lewis W. Dougles, of Arizona; Gen. Joseph J. 
George, of Georgia; Mr. Kenneth C. Spengler, of Massachusetts; and six members 
3 ge, 4 a 
ll from the departments of the Federal Government, including Assistant Seeretary 
ties Doneld A. Quarles, of Defense; Under Secretary Ralph Tudor, of Interior; 
Assistant Secretary J. Earl Coke, of Agriculture; Under Secretary Robert B. 
$5, 235 Murray, Jr., of Commerce; Surgeon Generel Leonard A. Scheele, of Heelth, 
10.8 Education, and Welfare; and Director Alan T. Waterman, of the Nation 
Science Foundation. 
$57,535 ie My present statement is submitted with the thought that the gentlemen of 
nao |. this committee may wish to have some background information on the Advi isory 
__““ § Committee on Westher Control and the job essigned to it by the C ongress. 
97.825 ie The Advisory Committee was set up by Publie Law 256 passed by the Congress 
ao ' last year. The bill was signed by the President on August 13, after adjournment, 
1. 00 und for that reeson no appropriation request wes then made, 
1, 00 President Eisenhower appointed the members of the Advisory Committee on 
= December 9 and they were confirmed by the Senate on January 25. 
eR The Advisory Committee has the joi) of evaluating public and private experi- 
120, 000 ments in weather modificstion in order that the Nation’s economy can obtain 


the greatest possible benefit from these experiments. It shall report to the 
President end the Congress from time to time, making » final report no later 
than June 30, 1956, when according to law the committee shall go out of business. 

Although weather modifice,tion or ‘‘rainmaking’’ as it is commonly known, has 
a history which relates it to Indian tribe rituels and shady practitioners with the 
ethics of carnival medicine men, it is today a legitimate business. Its full poten- 
tialities are not officially or scientifically known. 

The difference between the past and the present is that today the ability to 
induce rain artificially under favorable conditions is a scientifically proven fact 
and professional mateorologists have replaced the shady practitioners of the past. 

During World War II, General Electric scientists Dr. Irving Langmuir, a 
Nobel Prize winner, and Dr. Vincent J. Schaefer carried out successful experiments 
in the laboratory. In November 1946, Dr. Schaefer triggered off a likely cloud 
over Massachusetts by seeding it with dry ice from an airplane. One of their 
colleagues subsequently discovered that silyer iodide would also induce rain from 
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clouds under favorable temperature and moisture conditions. Extensive experi. 
mentation has been carried out by the Army, Navy, and Air Force in a join: 
contract with GE research laboratory during the years 1947 to 1951 under g 
project known as Project Cirrus. 

On the strength of these experiments, a great many large-scale operations have 
been carried on by power companies, farmer and rancher groups and others i: 
this country having need for additional water. It was calculated one year that 12 
times as much land was covered by rainmaking experiments than was irrigated 
in this country. Expenditures for experiments have run into the millions of 
dollars. The advisory committee has reports of operations in at least 25 different 
foreign countries, on all continents except Antarctica, and infers from published 
reports on related subjects that similar activities have been carried on beyond 
the [ron Curtain. 

Todsy there are still questions as to whether such experimeats can produce 
results that are really important from an economic point of view or whether the 
work can be done economically with ground generators releasing nucleating agents 
or must be accomplished with the compsratively expensive use of aircraft. 

When you seed a cloud with an airplane, you can ordinarily see the results. 
When you seed a thunderstorm with ground generators, you cannot determine 
very easily what proportion of the rainfall results from man’s efforts and what 
would have fallen naturally. On the face of it, you could determine this by 
comparing statistics of rainfall in the seeded area with those of unseeded areas 
nesrby. Such comparisons have sometimes shown what would appear to be 
merked increases. 

But there are serious problems connected with statistical evaluations. The 
first might be c>lled the problem of possible bias. Many evaluations have been 
done by the rainmekers themselves. Of course, these people have an interest in 
showing positive results and conceivably could select data that would show up 
favorably while ignoring data which would show negative results. The advisory 
committee has been set up to accomplish impartial and independent evaluation 
without the bias which might be alleged, rightly or wrongly, against the operators. 

There is elso the problem of inadequate proof. This can be outlined by means 
of an illustration. Following a project in a Great Plains State, the operator 
produced a report which showed about 2 15 percent increase in rainfall in the 
t»rget ares, as compered to nearby control areas. This report was reviewed by 
the Weather Bureau which pointed out thet the favorable result came about 
because of & single storm which passed over the target area and dropped several 
inches of rain. The terget ares, received more rainfall—but who can tell who 
produced it, the operetor or Mother Nature? 

This illustration shows how precarious the evaluation of single projects can be. 
The feeling is, however, that if a great number of projects can be reviewed, over a 
<r of years, then we can obtain findings that will be statistically significant. 

he accidents should cancel each other out, leaving positive or negative results 
which can then serve to guide those who may wish to invest in rainmaking projects 
of that type. 

There is also the problem of personalities. The controversy over the effective- 
ness of weather-control methods has become so vehement that personalities have 
become involved. Many of the individuals having the best knowledge of the 
field are known as proponents or opponents of weather modification measures. 
For that reason the Congress set up an advisory committee as nearly independent 
and impartial as possible. The advisory committee will have the job of cutting 
through all of the obstacles to an unprejudiced evaluation of weather control 
methods. 

The job is important because of the complexity of these obstacles and because of 
the tremendous economic benefits which may accrue to the Nation if the results 
claimed for some experiments can be confirmed. These benefits will be in terms 
of increased crop production, increased hydroelectric production, drought mitiga- 
Gon, forest-fire prevention, increased water storage for municipal use, and hail 
inhibition. 

In drawing up a budget, the advisory committee has worked up from the bottom 
on the basis of concrere, actual and immediate needs. It honestly believes that 
if it has erred in the estimate of needs, it has done so on the conservative side. 
The sum of $150,000 for 15 months is a small fraction of the annual sum being 
invested in experiments along this line being carried out by the Federal Govern- 
ment, and a still smaller fraction of the sum being invested in private experiments, 
the value of which will not be realized by the public unless the advisory com- 
mittee can properly do its job of evaluation. 
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Mr. CievenGcEeR. Now, Mr. Gardner, you may proceed. 
Mr. Garpner. Mr, Chairman, I would suggest that Captain 


' Orville, the chairman of the advisory committee, proceed with his 
testimony. 


Mr. Cievencer. Captain Orville, will you give us a little infor- 


- mation on your background? 


Captain Orvitie. Yes, sir. J am Capt. Howard T. Orville, of 
Baltimore, Md., chairman of the Advisory Committee on Weather 
Control , appointed by the President and confirmed by the Senate. 

Mr. Rooney. We would like to know something about you, bio- 
graphically, sir. 

Captain Orviuue. I am a graduate of the Naval Academy and also 
received my master degree from MIT in meteorology. I spent 29 
years in the naval service. The last 18 of that was specializing in 
weather. I was a weather officer and went from all positions up to 
weather forecaster. My final duty was with NATO, organizing the 
North Atlantic Treaty weather organization. 

I retired July 1, 1950, and went with Bendix Aviation, as director 
of engineering. I have been with Bendix Aviation since that time. 
At the present time I am technical consultant to the company’s 
division in Baltimore and also to the corporation. 

During my time in the Navy I had occasion to become intimately 
associated with Project Cirrus which was the program drawn up 
between the Army and Navy and Air Force with Gener Electric 


in 1947 to carry out experimentation in weather modification as 
developed by Dr. Langmuir, the Nobel prize winner, and Dr. Schaefer, 
in their flights and laboratory experiments in 1946. And I had very 


close association with that project from 1947 until I retired in 1950, 
and have maintained close interest even since my retirement. 

So that gives briefly my background with weather modification. 

I am past president of the American Meteorological Society, and, 
of course, the society was interested in this phase of weather modifica- 
tion. 

BUDGET FOR 1954 


Mr. Cievencer. How much of this amount is requested for the 
present fiscal year 1954? 

Captain OrvILLE. $30,000, sir. 

Mr. CLevencer. How is that arrived at? 

Captain Orvitie. That was merely arrived at on the basis of one- 
fourth of the funds that we have requested for 1955; $120,000 for 
fiscal 1955. We figured it would take approximately $10,000 each 
for the months of April, May and June. 

Mr. Crevencer. Has anything been done to date? 

Captain OrviLue. Yes, sir. e have been working on that at 
our own expense in collecting reports and obtaining information since 
the committee was formally appointed and organized on December 18, 
1953. We have necessarily been very limited in our activities because 
we have had no funds. 

Mr. Cievencer. How would you spend $4,670 in travel during 
the remainder of this fiscal year? 

Captain OrvitLe. That would be spent in travel for the 11 mem- 
bers. There are 6 Government members as well as the private 
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members, 5 of them. It would also be spent in getting our consult- going 
ants in and in attending some of the field meetings, going out to some of De 
of the field meetings. It could very well take up that much. a 
NUMBER OF POSITIONS REQUESTED Th 
to C& 
Mr. Cievencer. There is a request for personal services, based We 
on eight positions, all being filled as of April 1? ment 
Captain Yes, sir. we! fil 
Mr. CLevencEeR. Why do you need eight positions? Far | 
Captain OrviLLe. We have determined that cloud-seeding opera- Mi 
tions are quite extensive. They are being conducted in almost every n co 
State of the Union, and at least 26 foreign countries, The operations Ce 
have been going on for several years. There are a number of reports the J 
that must be made, studied and analyzed for this committee to get M. 
the information. It will take some time to study and analyze all of Ca 
that information. We must get in special consultants to work on M 
various phases of these reports. We figure that they will have to have beins 
some clerical assistance to prepare these studies. Cs 
Mr. CLevencer. Do the Government members of this committee Qua 
receive any additional pay? priv 
Captain Orvitite. They do not, sir, except travel and subsistence M 
when they are out in the field. Defe 
Mr. Cievencer. Of the amount that is requested, how much is has | 
requested for consultants? C; 
Captain OrviLLE. Pay for consultants and—pay of the 5 public still 
members— amounts to $40,000 for fiscal 1955. That covers all of the thro 
field trips. cons 
The breakdown, as we visualize it, is for 2 full meetings of 4 days mon 
here in Washington, 11 subcommittee meetings in Washington, an M 
average of 2 members for 2 days each. We count on 6 field meetings, mor 
involving an average of 5 days traveltime for the members; 5 sub- in tl 
committee meetings in the field. Those are the principal meetings N 
that we are counting on. N 
And that, in terms of time for the members, amounts to 60 days for in a 
the full year, either for the member, or alternate, and there are P 
4 members and the chairman. And there is 120 days for the chair- Wes 
man. I live in Baltimore, so that I can commute very easily from for 
Baltimore to Washington and probably will spend more time with the com 
committee. 
Mr. Cievencer. Is there a liaison or a close connection between this 
our present Weather Bureau and that committee? be ¢ 
Captain Orvitie. There is. Under Secretary of Commerce Robert C 


B. Murray, Jr., is their representative. We have close liaison, and we 
will use as many of their facilities as we can. 
One phase of our study will be studying weather maps and tying 
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the actual weather conditions in with the seeding operations. In ) 
conducting that study we will ask the Weather Bureau for certain ( 
maps and upper air data to make the analysis. my 
hay 

WORK OF rail 

Mr. Cievencer. Will you proceed and tell us something more Th 
about your work, Captain? ; 
Captain Orvitite. The committee, of course, will look into the ab 


Defense Department program. There is quite an extensive program 
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soing on, being conducted by the Weather Bureau for the Department 
of Defense. 

Mr. Coupsrr. Along this same line? 

Captain Orvitie. No, sir. These are actual operations. 

This committee is only authorized to study and has no authority 
to carry out any operations at all. 

We merely set up the committee to review the work of the Govern- 
ment operations as well as private cloud-seeding operations. And 
we find that there are a great many private operators throughout the 
Far West and Midwest, and some in the East. 

Mr. Coupgert. What Government agency is most largely engaged 
in conducting the operation? 

Captain Orvitie. I would say it is about equally divided between 
the Army, Navy, and Air Force. 

Mr. Couprrtr. That means the Department of Defense? 

Captain Yes, sir. 

Mr. Couprrt. Is the Department of Defense familiar with what is 
being done by private operators? 

Captain Orvitie. Yes; I am sure they are. Assistant Secretary 
Quarles has an assistant who is quite familiar with the operations of the 
private operators. 

Mr. Couprrt. Up to this point, I take it that the Department of 
Defense and whoever is in charge of the program in the Department 
has been doing a little evaluating on its own? 

Captain Orvitie. To a certain extent. Most of their operations are 
still underway. They are controlled experiments. They are not 
through with them yet, and they do have committees. We have been 
consulting with that committee on at least two occasions in the last 
month or so. 

Mr. Garpngr. May I say, sir, that the Department of Defense is 
more interested in the military aspects of weather modification than 
in the civilian or strictly economic aspects. 

Mr. Couprrtr. I would be very much interested in the distinction. 

Mr. Garpner. Let me say this: They are particularly interested 


in artificial nucleation as a means of dissipating clouds, for instance. 


People who are financing these large-scale experiments out in the 
West are interested in rainfall primarily for increased crop production, 
for increased hydroelectric production. And there are many utility 
concerns who are financing such operations. 

Mr. Coupert. Pardon my interrupting. What I am getting at is 
this: Is everybody involved interested in finding out how weather can 
be controlled? 

Captain Orvitte. Yes. There is no question of that. And the 
Department of Defense, of course, is watching out for the military 
application. If they find out anything that can be of assistance to 
our requirements, they certainly will not hold it back. 

Mr. Coupert. In large measure, I think it is a scientific problem. 

Captain OrviLte. It is; and a difficult one, too. As I point out in 


my statement here, it is hard to tie the facts down and say that you 


have seeded a certain cloud and you have gotten a certain amount of 
rain as a result of seeding that would not have occurred otherwise. 
That is one of the difficult problems we are going to have to face. 

— Covupertr. Does the Bureau of Standards play any part in this 
at all? 
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Captain Orvitie. No, sir; not up to the present time. I don’t 
know just what division in the Bureau of Standards might be inter- 
ested in that. 

Mr. Coupert. It being a scientific operation, it seems to me they 
possibly could be interested. 

Captain OrvitLte. We have the universities in it, and, of course, 
the United States Weather Bureau. And they have some top scien- 
tists in their organization, too. 

Mr. Couperr. Are you asking for funds to make any contracts 
with universities? 

Captain Orvitie. No, sir; not at this time. Our present request 
is to get all of these reports, to analyze them independently, and to 
come out with a report for the President and to the Congress giving 
our recommendations as to whether there should be subsequently 
legislation for the Federal licensing of cloud seeding. 

Mr. Couprrt. Is your agency permanent, or is there a time limit 
on its existence? 

Captain Orvitte. Our committee goes out of existence on the 
30th of June 1956, according to Public Law 265. So we have approxi- 
mately 2 years to make a study and submit a report to the President 
and to the Congress. 

There is attached to the green sheet a justification statement, and 
I also have a statement of the suggested language for the legislation 
which would authorize the funds. 

Attached to our green sheet is an explanation, or a justification 
statement of how we have envisaged the committee would carry out 
its work. 

Mr. Coupert. Captain, there is no provision in the green sheets 
for chairman, is there? 

Captain Orvitie. That is covered under “Other positions” on the 
third green sheet. ‘‘Personal services, permanent positions,”’ and then 
there are “Other positions.”” That is where the chairman and the 
four members of the committee are taken care of, as well as the con- 
sultants. 

AUTHORIZING LEGISLATION 


Mr. Bow. Captain, at the time this legislation was drawn and 
passed, was there any estimate given to the legislative committee as 
to what the cost of operation was going to be? 

Captain Orvitie. Not to my knowledge, sir. Mr. Gardner, who 
7 quite intimately associated with that, could probably better answer 
that. 

Mr. Garpner,. The figure of $100,000 and figure of $150,000 per 
year, those two figures were mentioned. 

r. Bow. What committee handled it in the House; Interior and 
Affairs? 

Mr. Garpner. No, sir; Interstate and Foreign Commerce. 

Mr. Bow. And that was the estimate given at that time? 

Mr. Garpner. Yes, sir. 


QUESTION OF DUPLICATION OF FEDERAL ACTIVITIES 


Mr. Bow. How about the Corps of Engineers; are they doing any 
work on this? 

Captain Orvitte. Not to my knowledge, sir. We have asked at 
one of our meetings recently, each Government department to fur- 
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nish the committee with a statement of the department’s interest. 
So we should get a complete statement from each bureau in each of 
the departments represented, indicating their interest in this program. 

Mr. Bow. I recall there was one bill pending at one time in the 
Interior and Insular Affairs Committee, which joined the rainmak- 
ing and converting fresh water from salt water. That was joint. 
Then they took out the rainmaking and passed the salt-water bul. 

Captain Orvitie. That is correct, sir. 

Mr. Bow. Is there any re lationship between the two activities? 

Captain Orvitte. Not at the present time. The desalination pro- 
gram was passed about a year ago and | think it is being guided by 
the Department of the Interior. 

Mr. Bow. Do you know whether the agencies in the Defense De- 
partment that are interested in this rainmaking are doing anything 
at i from the other matter? 

Captain Orvitie. I am not familiar with what they are doing. 

Mr. Bow. The purpose of your group is to make an evaluation and 
study of the work of the others; you do no experimentation yourself? 

Captain Orvitie. No, sir. This is the first committee that has 
had authority to get reports from the private operators as well as the 
Government organizs itions, and through our foreign contacts we hope 
to find out what is going on in Europe and other areas and make an 
overall evaluation. Up until this time there has been no committee 
that has been able to do it. 

Mr. Bow. Is it anticipated that any of these funds will be used to 
attend meetings abroad? 

Captain Orvitie. That is possible. A task force of the committee 
might have occasion to go. There are to be 1 or 2 international 
meetings. It may be we ‘will just get reports on inte national meet- 
ings and operations, or may be represented by persons going over on 
other business, or possibly that 1 or 2 members of this committee may 
have to attend. That could be determined, I think, when we knew 
the nature of the meetings and what benefits the committee might 
obtain if it went there. 

Mr. Bow. What progress have you made to date on your evaluation 
study? 

Captain Orvitis. At the present time, of course, we have had 
no funds at all. The bill was passed in the closing hours of the Con- 
cress. So on the 18th of December we had an organized meeting in 
Washington, in “me Department of the Interior, and agreed that we 
would start assembling all of the reports that we know of. So I 
sent letters to all the private operators that I knew of and asked them 
to send two copies of the reports to the committee. I have also asked 
the six Government representatives of the committee to have each 
of their departments report on their interest by each of the different 
bureaus. 

We have used the Library of Congres and the American Meteoro- 
logical Society to get information. The American Meteorological 
Society prepared quite a complete bibliography on cloud seeding, dating 
back a number of years. 

We have all those reports. Some of them we have been able to 
get or have in our own technical files; others we will have to buy. 
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And, of course, we can’t do that until we get funds to start buying 
some of the reports. 

Mr. Bow. That is all I have, Mr. Chairman. 

Mr. CLevencer. Mr. Coon. 


CLOUD SEEDING 


Mr. Coon. Do you have any information that is available to yoy 
now, of any actual known facts which will show that cloud seeding has 
affected the rainfall in any area? 

Captain Orvitue. Yes, sir. We have quite extensive reports from 
a number of our private operators. We have some of the “Projeci 
Cirrus” reports, which were carried out by General Electric for th» 
Army, Air Force, and Navy. Those reports are in the files. 

And we have recently obtained a copy of a report from Australia 
by Doctor Bowen, in which they give the results of cloud-seeding 
activities in Australia. 

Mr. Coon. Do these results prove that they can change the amount 
of rainfall that would naturally fall? 

Captain Orvitie. Under favorable conditions, they have increase 
the rainfall as much as 50 percent. That comes directly from Doctor 
Bowen, who was up here in January; and in fact he has just gone back 
to Australia. We asked him to appear before the committee and give 
us a fairly complete report of the operations in Australia. 

Mr. Garpner. I might say, sir, that Australia has a Government 
program of research and experimentation. As I recall, it is on the 
scale of about 250,000 pounds a year. Dr. Bowen is the chief of 
that program in Australia. He said quite positively that his experi- 
ments lead him to believe that rainfall in central Australia could be 
increased to the extent of 50 percent. 

Mr. Coon. I know that out in the area I am familiar with, the) 
engaged in an extensive rainmaking program | year, and they had a 
good wet year, and it rained. So they brought in the program the 
next year to make it rain on more country, and it was one of the 
dryest years they had in the history of the country. That is why | 
asked you if you knew that it had ever actually changed the rainfall, 

Mr. Garpner. The problem is to determine whether these folks 
are really producing rain at all; and, secondly—if they are—under 
what circumstances. 

Mr. Coon. They have tests, and in some areas it does produce and 
in others it does not produce rain. 

Captain OrvitLe. We have a report from one of the private 
operators who carried out a cloud-seeding operation last year in the 
Great Plains watershed, and they have increased, according to his 
report, about 304 percent over what would be normal. 

Mr. Coon. It is pretty hard to know what would normally occur. 

Captain Orvitie. Yes, sir. That is one of the difficult problems 
to set up criteria that will tell you definitely you are getting an amount 
of rain that would not have occurred had we not seeded. 

Mr. Coon. It is a broad field, and I hope there can be some 
beneficial results recorded. 

Captain Orvitie. We are collecting all this information. We are 
trying to maintain an impartial attitude on the whole problem at this 
time. We have only started a collection of reports and information. 

There are a lot of reports that we haven’t even gotten. 
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Mr. GARDNER. May I say, sir, that rainmaking has been done in 
the laboratory. It can always be done in the laboratory. It has been 
done on individual clouds without question, in fact, in every circum- 
stance where you seed a supercooled cloud with dry ice, you can pro- 
duce precipitation; but about these large-scale operations, we don’t 
know. When you operate on a large scale you are reduced to making 
a statistical analysis. You have to determine what would have fallen 
otherwise. 

Captain Orvitie. I have here pictures showing the seeding of 
stratus clouds. Shortly after seeding, about 20 minutes later, you can 
see the effect of the dry ice. This is dry-ice seeding from an aircraft. 
And about 40 minutes after the seeding, vou have a trail here over 5 
miles wide and extending between 5 and 7 miles. 

That shows the effect of this one cloud-seeding operation. 

Mr. Garpner. In other words, that section of cloud has been 
precipitated out. 

Captain Orvitie. We have other pictures and reports where cumu- 
lus clouds have been seeded and have caused heavy precipitation; in 
fact, the clouds were completely dissipated. 

Mr. Coon. In the Northwest, there is a conflict of interest as to 
when and how much it should rain, there. Dr. Krick, a most promi- 
nent rainmaker out there, said he would welcome a lawsuit, because 
then he said he could really sell his program, and there is no tangible 
evidence so far that anybody has made it rain in the Northwest. Yet 
they sell the program. I might say I happened to support it when it 
happened to be the dry year. 

Captain Orvitie. Our committee has reports. Of course, some 
don’t want rain during certain times of the year. On the other hand, 
the wheat farmers do want it. So there is a conflict of interest there, 
and we have one report from one of the private operators out there, 
who indicates that he can give the wheat farmers the rain they want 
and also prevent rain for the others. 

We have the reports and will try to evaluate them. 

Mr. Garpner. In one operation, sir, the operator claimed to have 
dumped 13 inches of rain on a forest fire. 

Mr. Bow. Will you yield? 

Mr. Coon. Yes, sir. 

Mr. Bow. Were there not suits filed in New York State or some- 
where, where they claimed too much rain had caused floods? Have 
those cases ever been tried? 

Captain Orvitie. In 1950 the city of New York was suffering a 
shortage of water, and they employed a private operator as their 
consultant at $100 a day, Wallace Howell. He carried out cloud 
seeding operations both from aircraft and otherwise. 

The report shows they increased the rain 14 percent; which 
amounted to roughly 15 billion gallons of water to the reservoir system 
in the city. On the other hand, some of the farmers and the people in 
the watershed area claimed damage and brought suits approximating 
$2 million against the city of New York. 

I understand that the suits were thrown out because of a tech- 
nicality. Instead of naming Wallace Howell they named the city of 
New York. 

Mr. Bow. They were never tried? 
Captain Orvitite. They were never tried. 
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Mr. Preston. Captain, this is a very interesting field to which 
ou are now directing your talents, and of course it is of wonderfu| 
enefit to agriculture and other purposes. But I was just thinking 

about the possibility of some adverse effects of this program if th 

people who follow the horses around decide to wet the track one day. 
so the favorite will be slowed down, the mudder may win. Politicians 
may decide to rain out the other fellow’s barbecue or picnic. The 
society matron may decide to have a lawn party rained out for one 


of her opponents for the social crown of the city. “— 
I can think of all sorts of things that can happen if we can just ANNE 
turn the rain on and off at will. 5. A. J 
Captain Orvitte. The committee is aware of some of those GED 
possibilities. 
Mr. Preston. For instance, when we have a ball game we may bes 
decide to turn the clouds lose on the football field so the favorite Mr 
team may not be as successful as the other team. All sorts of athletic “Sala 
contests might become involved. The 1 
Captain Orvitre. Your comment suggests, then, that there proba- Docu 
bly should be Federal regulation of cloud-seedin g opera.tions. pages 
Mr. Preston. Unquestionably. (M 
Captain Orvitix. Article 10 of Public Law 256 states that— 
At the earliest possible moment the committee shall submit a report to the 
President for submission to the Congress on the advisability of the Federal Gov- 
ernment regulating, by means of license or otherwise, those who attempt to engage 
in activities designed to modify or control the weather. The committee shall *s 
submit a final report to the President for submission to Congress not later than ' 
June 30, 1956. 
So that, in line with your comment, is one of the first recommenda- Thi 
tions the committee is supposed to come up with for the President of te 
and the Congress. additi 
accele 
EFFECT OF ATOMIC EXPLOSIONS Law 1 
Mr. Preston. Has your group already looked into or do you plan 
to look into the effect of atomic explosions on weather? “Ty 
Captain Orvitie. Yes, sir. While that is not specifically men- ‘Salar 


$100, 


tioned in here, if it has any bearing on the weather we consider that we) 
$350, 


we should look into that and see whether it has any possible effect. 


So that will be one of our missions, because if it does affect the weather, rhe 
then this committee should know about it. hed 
Mr. Preston. I think so. For instance, if an atomic explosion enced 
tended to dissipate clouds, it might prove unwise to get a detonation be : 
in an area where you had a sustained drought. "Uni 
Captain Orvitie. Of course, the actual explosion itself generates have 
acloud. But then, later, it is true it might have an effect. That is provi 
something our committee will most certainly look into, sir. vill & 
In fact, we have a trip planned now which will take us on a visit funds 
to one of the companies that is eminently interested in that work for Budg 
the Atomic Energy Commission, And our questions will be directed mat 
along that line. ro 
Mr. Preston. I imagine the umbrella industry will be interested 
in this activity, too. At any rate, lam forit. I think it is necessary. amen 
It would be interesting to see what you develop. Fe 
Mr. CLevencer. Any further questions? a 


Thank you, gentlemen. 
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Wepnespay, Marcu 10, 1954. 
DEPARTMENT OF JUSTICE 
CLaIMs oF Persons oF JAPANESE ANCESTRY 
WITNESSES 


WARREN E. BURGER, ASSISTANT ATTORNEY GENERAL, CIVIL 
DIVISION 

ANNETTA ENGLISH, ADMINISTRATIVE OFFICER, CIVIL DIVISION 

s. A. ANDRETTA, ADMINISTRATIVE ASSISTANT TO THE ATTORNEY 
GENERAL 

E. R. BUTTS, BUDGET OFFICER, DEPARTMENT OF JUSTICE 


Mr. CLevencer. The next item is for the Department of Justice, 
“Salaries and expenses, claims of persons of Japanese ancestry.” 
The request is for $1,560,000. It is contained at page 13 of. House 
Document No. 330. We will include that in the record; and also 
pages 3, 4, and 5 of the justifications. 

(Material referred to is as follows:) 


DEPARTMENT OF JUSTICE 
“LeGaut ACTIVITIES AND GENERAL ADMINISTRATION 
“SALARIES AND EXPENSES, CLAIMS OF PERSONS OF JAPANESE ANCESTRY 


“For an additional amount for ‘Salaries and expenses, claims of persons of 
Japanese ancestry’, $1,560,000.” 

This proposed supplemental appropriation is necessary to provide for payment 
of claims already adjudicated or expected to be adjudicated this year. 

As of January 31, 1954, awards totaled $941,525. It is estimated that an 
additional $618,475 will be awarded during the present fiscal year under the 
accelerated adjudications program made possible by the enactment of Public 
Law 116, approved August 17, 1951. 


“GENERAL PROVISION 


“The Attorney General is hereby aut!orized to transfer from the appropriation 
‘Salaries and expenses, Immigration and Naturalization Service, 1954’, not to exceed 
$100,000 to the appropriation ‘Fees and expenses of witnesses, 1954’, not to exceed 
$350,000 to the appropriation ‘Salaries and expenses, Bureau of Prisons, 1954’, and 


not to exceed $500,000 to the appropriation ‘Support of United States prisoners, 


1954’.”? 


Increased requirements during the first half of this fiscal year over those experi- 
enced in previous years indicate that additional funds will be needed to pay fees 
and expenses of witnesses appearing on behalf of the Government in cases in 
which the United States is a party. 

Unprecedented increases in the numbers of prisoners in Federal institutions 
have occurred in recent months. An average inmate population of 17,800 was 
provided for in the 1954 appropriation. Due to increases in commitments, longer 
sentences, and a lower parole rate, it now appears that the average population 
Will be almost 1,400 in excess of the previous estimate, necessitating additional 
funds for inmate care. On October 19, 1953, the Director of the Bureau of the 
Budget apportioned the appropriation ‘Salaries and expenses, Bureau of Prisons,” 
na basis which would indicate the necessity for a supplemental estimate. This 
action was reported to the President of the Senate and the Speaker of the House 
of Representatives in letters of the same date in accordance with the provisions 
of paragraph 2 of subsection (e) of section 3679 of the Revised Statutes, as 
amended. 

Federal prisoners awaiting trial or serving sentences of short duration are 
boarded in non-Federal jails on a contract basis. Corresponding to the increase 
in prisoners in Federal institutions, the number of contract jail-days has increased 
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to 717,362 in the first 6 months of the current fiseal year as compared to 630,314 ‘ 
during the corresponding period of the previous year. In addition, daily ja he $1 
charges have been increased. Mr 
Mr 
PurPosE AND NEED FOR SuPPLEMENTAL FuNpDS the 
A request is made for a supplemental appropriation of $1,560,000, necessary for JR amou 
the payment of claims of certain persons of Japanese ancestry for the fiscal year that ¢ 
954. 
For the fiscal year 1954, $225,000 was appropriated for administrative expenses a. 
only. Thus, there is an ascertained deficit of $941,525 as of the close of busines: or 
January 31, 1954. It is estimated that during the remainder of the present fisca tratio 
year an additional amount of $618,475 will be awarded either by the compromis 
rocedure or by adjudication (which would be payable from this appropriatio: 
if the award is in the amount of $2,500 or less), thereby making an estimated Mr 
deficit for the year of $1,560,000. Mr 
Japanese claims compromised and adjudicated for the period July 1, 1958, throug) round 
Jan. 31, 1954 the m 
ai On 
Number vear € 
of claims Amount . 
Month com- awarded Mr. 
July 1953 171 | $186, 809.3 Mrs 
August 1953. 138 195, 340.4 m 
September 1953 116 137, 361.7 Mr 
October 1953_.___- 95 124, 792 MP. 
. Mr. 
309 Mr. 
figure, 
We 
p to 
tota 
1953 have | 
| $98, 130 |$17, 152, 696 | $4,357,353 | $041. 52 The 
that is 
! As of close of business Jan. 31, 1954. ’ 
$5,000 
Mr. CLevencer. Do you have a statement you want to make, a 
Mr. Burger? wi h 
Mr. I have no prepared statement, Mr. Chairman, other 
than perhaps to refer the committee to page 3 of our justification, Th 
which contains the essence of the whole matter. In substance, it is J I 
this, that in the first 7 months of the current year, adjudications have J” Ml ; 
been made by the Civil Division amounting to $941,524.88. Those Mr 
are actual determinations already closed as to these cases. me 
At the rate of closing we have set up, we estimate that we will §’ ™ 
close about $125,000 of claims each month in the remaining 5 months Mr 
of the vear, which is the basis for the estimate of $618,475. ysis 
Mr. Rooney. How much in claims, did you say? 
Mr. Burcer. $941,524.88 is what we have already passed upon. Mr 
Mr. Rooney. You just made a statement as to so much in claims § atied 
a month? Mr 
Mr. Burcer. $125,000 a month is about the rate of determinations. & (eal 


That will give us, mathematically, $625,000, to reach a round figure, ‘ean 
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since it is only an estimate, We have made that $618,475 to support 
the $1,560,000, 

Mr. Rooney. If I understand this, you now want $1,560,000? 

Mr. Burcer. We have approved claims in the first 7 months of 


ihe year amounting to the $941,524. Those are already determined 


amounts that we will pay out to these claimants. And we estimate 
that on the same basis we will pass upon and adjudicate $618,000, in 
round figures, in the last 5 months of the year. 
All of this is for the payment of claims; none of it is for adminis- 
tration expenses, 
CLAIMS SETTLED 


Mr. CLevencer. How many claims were settled during February? 

Mr. Burcer. During February, 87 claims; having a total of, in 
round figures, $168,000. That is about 87 cases actually closed during 
ihe month of February. 

On page 4 we have shown the number, by cach month during the 
year except February. 

Mr. CLevenGcer. You settled about 138 claims in the month for 
a total—— 

Mrs. Enauisn. We settled 87 claims for a total of $168,115 during 
ihe month of February. 

Mr. CLevencer. How many have been settled to date? 

Mr. Burcer. Altogether, Mr. Chairman? 

Mr. CLevencer. Yes. 

Mr. Burcer. Perhaps this summary, which would include that 
figure, would bring the matter before the members of the committee 
again. 

We started out with 24,058 claims. There have been disposed of 
up to this time, either by adjudication or by dismissal, 21,058, leaving 
a total of 3,000 unadjudicated cases, together with 179 cases which 
have been reopened for good cause shown; for a total of 3,179 cases 
still remaining to be passed upon. 

Now, the amounts are of some interest perhaps. 

The average of the claims asserted, which have been disposed of, 
that is, the 21,000 that we have closed out, was an average claim of 
$5,000. The average of the 3,179 remaining cases is about $25,000. 

In other words, we have disposed of what I think the committee 
has frequently characterized as most of the pots-and-pans cases. We 
now have the cases of more substance, running up to one which is over 
$1 million. 

The total dollar volume of cases closed is about $64 million, and the 
total dollar volume of those remaining is about $65 million. 

Mr. Couprrt. So that you are about halfway through? 

Mr. Bureer. Dollarwise, yes, sir. In numbers of cases, we are 
far more than halfway through, except that the remaining cases will 
be much slower in being processed because they will go to hearing. 

Mr. Couprr1. What is the total amount of awards that were made 
in fiseal 1953? 

Mr. $4,359,182. 

Mr. Coupsrt. What is the total amount you will pay out in 1954, 
assuming you get the $1,560,000 you are asking for under this estimate? 

Mr. Buraer. That is our best estimate of what it would be. And, 
of course, we have 7 months of experience where we are dealing with 
known factor. 
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Mr. Couperr. The $1,560,000 is your total? M 
Mr. Burasr. That is right. And of that $941,000 is already v 
determined. M 
So we are only estimating on the basis of the last 5 months, using 500 
the first 7 months as our criterion. N 
Mr. Coupurr. Haven’t you had any funds to pay off claims thai N 
might have been awarded earlier in the fiscal year? are 
Mr. Buraer. It is my understanding that the prior funds haye \ 
been exhausted. These have been allowed a year-by-year basis. thin 
Mr. Covuprrr. So you have not been able to pay any claims since FH ¢o : 
July 1? som 
Mr. Burcer. That is correct, sir. i} 
I might say with reference to the future—someone raised the in | 
question—that one of the men in the Division made an estimate that the: 
whereas we have had a quota for each man in the section working on and 
this to close 10 of these so-called pots and pans adjudications a day— ; 
they don’t always reach that, but that is what they are supposed to v 
pass on, 10 a day—but some of these larger cases remaining are casts ente 
which will be substantially like a case in the Court of Claims as to 
proof. As to these larger cases a man may close out one a month ov At 
an average. the 
Of course, that is a very rough guess, but it gives you some com- : 
parison of future against past. im 
INTEREST 
oa Covuprert. When does interest begin to run on these unpaid wo 
claims? , 
Mr. Burger. I think there is no interest at all at any time. It is pu 
one of the levers that has enabled the settlement of these cases up to say 
the $2,500 limit when frequently perhaps the claim was considerably the 
more in fact. | 
Mr. Couperr. I have no further questions, Mr. Chairman. a} 
Mr. Cievencer. Mr. Bow. yo 
Mr. Bow. I have nothing. let 
Mr. Mr. Coon. 
Mr. Coon. No questions. 19 
Mr. Cievencer. Mr. Rooney. to 
CLAIMS PENDING 
yo 
Mr. Roonry. What do you figure the number of pending claims ag 
will be as of the end of the present fiscal year? we 
Mr. Bureer. In round figures it will be perhaps about 300 cases 
off of the actual figure of 3,179. That would be about 2,779 cases. 
That would be a fairly rough estimate. pa 
Mr. Roonry. When you appeared before us in December, we were 
told by the Department of Justice that the estimate of the number eX 
of cases to be pending at the end of fiscal year 1954 would be 2,21), of 
according to page 135 of the regular Department of Justice hearings. B 
How do you reconcile these two figures? D 
Mr. Burcsr. I would say that that estimate of dispositions was 
apparently too high, as mine perches at the moment might be too low. e3 
e are now getting to the cases which are slower in adjudication. fo 
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Mr. Rooney. Do you mean the figure of 2,216 is too high? 
Mr. Bureer. Just the reverse, I mean to say. 

Mr. Rooney. It would appear, then, that you have missed by about 
500 cases; is that correct? 

Mr. Burcer. It could be. 

Mr. Rooney. That is quite a substantial number; is it not? What 
are you doing down there? 

Mr. Burcer. In the first place, Mr. Rooney, that estimate, I 
think, was based probably on past experience of dealing with these 
$2,500 cases and the matter of looking forward to the larger cases is 
somewhat different—— 

Mr. Rooney. No; for this reason: At the time we had the hearings 
in December we were told that the $2,500 cases were all over with; 
these claims were disposed of to the extent of $17 million processed 
and paid during fiscal 1952, and $4,300,000 in the last fiscal year, 1953. 

And in connection with this at that time, Mr. Andretta said: 

We are getting down to the relative ones and the cases will have to be adjudi- 
cated and we will have to do a lot of work on them. 

At that time we were told there would be only 2,216 cases pending at 
the end of this present fiscal year. 

Mr. Burcer. I might add one other factor, that whoever made 
that estimate for me in this justification may not have taken into 
account that we were going to be required to drop 3 or 4 men, because 
the appropriation was cut for the current year and is being cut next 
year by $25,000, and we will have to cut some more men off of that 
work. 

Mr. Roonery. I understood that the requested amount for this 
purpose in 1955 was only $10,000 less than for 1954. Could you not 
save $10,000 in a budget of this size and still continue to adjudicate 
these claims at the rate that you promised us you would? 

Mr. Burcer. I would put it roughly that it is about like painting 
a house. If you put four painters on a house and keep them on until 
you finish, you will finish at a certain rate. But were half the painters 
let go, it will take twice as long for the balance of the job. 

Mr. Roonry. We see what was done on these claims in 1952 and 
1953, and we are now bogged down in 1954 and probably will continue 
to be bogged down in 1955. We want you to get rid of these claims. 

Mr. Burger. I will assure you we do, too, sir. 

Mr. Rooney. But when you come up here and tell us that the figure 
you gave us in December, only 3 months ago, is away off—3 months 
ago your figure was 500 less than the figure you give us now—then I 
wonder what has been going on. 

Mr. AnpretTTA. That may have been based on your workload, 

Mr. Rooney. I am talking about your own, immediate workload, 
page 135 of the December 1953 hearings. 

Mr. AnpretTa. That figure is an estimate based on the actual 
experience. If you look at the actual experience of the first 3 months 
of the fiscal year, if you project that, you come out with your 2,200. 
But you notice the cases droppped off, this October, November, and 
December. 

Mr. Rooney. You see, I find myself in the position where people 
expect that twice as much work is going to be done by Mr. Brownell 
for half as much money as it cost a couple of years ago. Instead of 
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that, we are confronted with less result, less number of cases completed 
and practically the same amount of money for the operation. 

Mr. Burcsr. The cases are not necessarily the same. 

Mr. Rooney. Will you please comment on that? 

Mr. Burcer. Of course; I will be glad to. 

One case may take 3 hours, and one may take 30 days. Ani 
when we make estimates, we make the best estimate we can, base 
on projecting the past experience. 

But I certainly would want to qualify any estimate we make about 
how many cases we will close next year, on the basis that it might bo | 
as much as 50 percent off as to the number of closings. 

Mr. Rooney. In other words, we have no assurance now as to 
anything in the future; would that be a fair summary of your 
statement? 

Mr. Buraer. I would certainly say that anv projections into the 
future about how many cases are going to be closed are, at the best, 
well-informed guesses about how much time it will take, becarse 
unless we analyze each case and look at it, we could not possibly 
make an accurate guess. 

Mr. Roonry. It would appear that when in December you say 
2,200 cases, and you come back 3 months later and you say 2,700 
cases, that those are expertly misinformed guesses. 

Mr. Burcer. You just asked me a figure to make a guess, and | 
made one on the basis of 30 seconds to make the analysis. 

Mr. Rooney. This is a regular chart. 

Mr. Buraer. I am talking now about the 2,700 figure. 

Mr. Rooney. Yes. 

‘ Mr. Burcer. I made the best guess I could make looking at these 
gures, 

Mr. Roonry. Do you think you might be overgenerous in arriving 
at 2.700, that you might get it down to 2,650? 

Mr. Burcer. And it might be worse by several hundred cases, sir. 

Mr. Roonry. I should hope not, because your prognostication of 
3 months ago is certainly off by 25 percent from what you propose 
now, 

Mr. Buranr. In the meantime we have dropped three men from 
that work. Looking at the setup on page 4, it was just about October 
when we dropped three men for lack of budget. That is a drop of 
20 percent of the lawyers in the period where you suggest our estimate 
is 20 percent off. 

Mr. Roonry. That was a matter for the Attorney General, was it 
not? You were given enough funds. The Attorney General could 
have transferred someone from another division of the Department of 
Justice to get rid of these claims. If we are going to continue to have 
them undisposed of, we are just going to have these political jobs 
down there, these new political lawyers added to the payroll, and it 
is going to take these gentlemen on the maiority side as long if not 
longer to get them off the payroll than was the experience heretofore 

Mr. Burcer. We are operating with a lot less men down there than 
we were a year ago, Mr. Rooney, and operating with less money. 
There are no new lawyers in the Japanese Claims Section. 

Mr. Rooney. According to the figures at page 134 of the December 
hearings, you should be operating in the coming fiscal year with only 
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two less men than you have at the present time. And yet you make 


' a prognostication which is 500 cases out of the way. 


Mr. Bureer. That is because we are right in the transition point 
between these so-called pots-and-pans cases. We are getting out of 
them and into the others which take longer. 

Mr. Rooney. We thought you folks had some magic solution to 
this, that you could do things that the people there before you could 
not do; you were going to do twice as much work with half the amount 
of money, just like better defense from the Air Force with $5 billion 
less appropriations. 

Mr. Burcer. Have I suggested to this committee we were going to 
do twice as much work with half the men at any time? 

Mr. Rooney. I think the present Attorney General has certainly 
given that impression, and we now come across an example that such 
an impression is the wrong one, because you cannot do it. 

Mr. Burcer. I have given this committee no impression about 
what we were going to do, except the best estimates that we were going 
to keep these men busy, we were going to assign them where they could 
do their best work. And that is precisely what we are doing. 

When you ask about how many cases are we going to close, this 
year, it is about like asking Congress how many bills are you going to 
present next vear. It is a matter of keeping the men at their jobs 
a regular full day every day and under good supervision, and that is 
what we are trying to do. 

I think these men are turning out about the same kind of work and 
perhaps a little better per capita than they were. But the estimates 
for the future of necessity are going to be general. 

Mr. Rooney. I have yet to see anything presented to this com- 
mittee which would justify any statement such as that, that they are 
doing any better. 

Mr. Bureerr. In the first place, Mr. Congressman, may I suggest I 
understood this hearing dealt with the dollars for claims, and not a 
hearing going to the questions you are inquiring about. So when I 
made the estimate you asked for I was giving you a 30-second guess 
as to where we would be at the end of the fiscal year on cases. 

Now, if you want us to make a closer study, we can give you a 
closer estimate. But you asked me one off the cuff, and that is the 
way I have given it to you. 

Mr. Rooney. I didn’t ask you one off the cuff; these are your own 
figures. 

Mr. Buracer. You asked me as to the end of the year caseload. 
That is certainly off the cuff. 

Mr. Roonnry. These are your own figures, given us December 8, 
1953, the figures of the Department of Justice. I do not know how 
you can make the statement that you are here only with regard to 
the money to pay these claims and that the matter of administration 
and settlement of these claims and the personnel needed to settle these 
claims is not relevant to it. I certainly do not think so. 

Mr. Burcer. I am merely suggesting that I have not gone into 
those figures. 

Mr. Rooney. So far, it would appear that you do not need the 
$1,560,000. You will not dispose of that many claims by the end of 
the fiseal year 1955. 
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Mr. Burcer. That could be. We are trying to make the bes, 
estimate we can, based on 7 months of operations. 


Mr. Roonry. That is all, Mr. Chairman. Hon. | 
Mr. CLevencer. Mr. Preston. 
Mr. Preston. I have no questions. De: 
Mr. Covuprerr. Mr. Chairman. 


Mr. Cievencer. Mr. Coudert? propri 
follow 
Nie 
year 4 
9 * 


REDUCTION IN PERSONNEL 

Mr. Couprrr. Has the cost of operation of the Commission and 
the Department’s part of it been reduced in fiscal 1954? 

Mr. Burcer. Are you addressing that question to per capita 
case cost? 

Mr. Couprrt. No; personnel. 

Mr. Burcer. $10,000. Next year the reduction will apparently 
be $20,000. 
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Mr. Covuperr. In administrative cost? limit 

Mr. Bureer. That is right. That means roughly $25,000 or 
about 4 men. 

Mr. Couprert. And, as a matter of fact, if you do not succeed in 
adjudicating what you are estimating now, the funds unused are 
available for any other purpose? 

Mr. Burcer. That is certainly correct. And if we should run M 
over, we will need an additional appropriation. next 

Mr. Covprert. And if we ilso appropriated substantially less, it zatic 
would still be possible to pick it up in a later supplemental, would JB Bur. 
it not? anv 

Mr. Buraer. Yes. tion 

Mr. Anpretta. We would have to come back for it. | 

Mr. Bow. Mr. Chairman, may I ask a question? M 

Mr. CLevencer. Certainly. M 

Mr. Bow. How many people do you have working on these claims. Hou 

Mr. Burcer. We have just transferred some of the manpower ( 
down to the California office. The average number of employees in 
’54 is 42, stenographic and professional. 

Mr. Bow. How many lawyers do you have there? “i 

Mr. Buraer. 15 is the present figure. This includes Los Angeles, Sale 
San Francisco, and Washington. on 

AMOUNT OF CLAIMS LITIGATED yf 

Mr. Bow. Do you have the record of the payment of claims over, Phe 
let us say, the last 3 or 4 fiscal years; not in numbers of claims litigated, fons 
but amounts? in w 

Mr. Burerr. I could give that by years. ab. 

In 1950 the total of dollar claims paid out was $14,333; in 1951, prot 
$98,004; in 1952, $17,144,529; in 1953, $4,359,182; and in 1954, from long 
July 1 to February 28, $1,109,509. latic 

Mr. Bow. That is all. aa 

Mr. CLevencer. Any more questions on this section? If not, Pris 
thank you gentlemen. mat 

Mr. Burcer. Thank you, Mr. Chairman and gentlemen. of tl 


(Note: The following letter from Mr. Warren E. Burger, Assistant 
Attorney General, regarding the Japanese Claims Section, was received 
by the committee :) 
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DeraPTMENT OF JUSTICE, 
Washington, March 10, 1954. 
Hon. CLEVENGER, 
Chairman, Subcommittee of the Committee on Appropriations, 
ITouse of Representatives, Washington, D. C. 

Deak CHAIRMAN CLEVENGER: Apropos Congressman Rooney’s comments, as 
the new lawyers in the Department of Justice, we would like, if you consider ap- 
propriate, to include in the record of Wednesday’s hearing a statement of the 
following facts: 

1. The Japanese Claims Section is functioning with three fewer lawyers than 1 
vear ago. 

’ 2. That no new lawvers have been assigned to the Japanese Claims Section and 
all those assigned to the section were appointed prior to January 1953, and have 
been continued in employment. 

3. The estimates made in October 1953, that the caseload would be reduced 
to 2,000 eases by July 1, 1954, was made while the work was being performed by 
15 lawyers and on the assumption they would continue. Between October 1953, 
and February 1954, 2 lawyers were separated and | died; none were replaced. 
All estimates on case closings are of necessity based on uncertain and unknown 
actors. This is especially true as the administrative settlement cases ($2,500 
limit) are disposed of and we reach the larger cases, 

Sincerely yours, 
WarRREN E. Burcer, 
Assistant Attorney General, 


AND oF WITNESSES 


Mr. ANprerra. Mr. Chairman, there is a general provision in the 
next item, which provides for transfer from Immigration and Naturali- 
zation moneys for ‘Fees of witnesses” and to ‘Salaries and expenses, 
Bureau of Prisons,” and “Support of prisoners.’ It does not involve 
any additional money. It is a transfer of funds from one appropria- 


tion of the department. 
| will speak for the witness appropriation. 
Mr. Bennett is here on the prison item. 
Mr. Cuevencer. The general provisions on pages 13 and 14 of the 


House Document 330 will appear in the record at this point. 
(Document referred to is as follows:) 


“GENERAL PROVISION 


“The Attorney General is hereby authorized to transfer from the appropriation 
‘Salaries and expenses, Immigration and Naturalization Service, 1954’, not to exceed 
$100,000 to the appropriation ‘Fees and expenses of witnesses, 1954’, not to exceed 
$350,000 to the appropriation ‘Salaries and expenses, Bureau of Prisons, 1954’, 
and not to exceed $500,000 to the appropriation ‘Support of United States prisoners, 
195 

Increased requirements during the first half of this fiscal year over those expe- 
rienced in previous years indicate that additional funds will be needed to pay 
fees and expenses of witnesses appearing on behalf of the Government in cases 
in Which the United States is a party. 

Unprecedented increases in the numbers of prisoners in Federal institutions 
have occurred in recent months. An average inmate population of 17,800 was 
provided for in the 1954 appropriation. Due to increases in commitments, 
longer sentences, and a lower parole rate, it now appears that the average popu- 
lation will be almost 1,400 in excess of the previous estimate, necessitating addi- 
tional funds for inmate care. On October 19, 1953, the Director of the Bureau 
of the Budget apportioned the appropriation ‘Salaries and expenses, Bureau of 
Prisons,’ on @ basis which would indicate the necessity for a supplemental esti- 
mate. This action was reported to the President of the Senate and the Speaker 
of the House of Representatives in letters of the same date in accordance with the 
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provisions of paragraph 2 of subsection (e) of section 3679 of the Revised Stat- 
utes, as amended, 

Federal prisoners awaiting trial or serving sentences of short duration are 
boarded in non-Federal jails on a contract basis. Corresponding to the increase 
in prisoners in Federal institutions, the number of contract jail-days has increased 
to 717,362 in the first 6 months of the current fiscal year as compared to 630,314 
during the corresponding period of the previous year. In addition, daily jail 
charges have been increased. 


Mr. CLevencer. The first increase is for fees and expenses of 
witnesses. The request is for transfer of $100,000. We will put 
pages 7 and 8 of the justifications in the record, and on page 8 we 
a to have a column added for January and February, if 
possible. 

Mr. Anprerrra. Yes, sir. I have a statement here to leave with 
the committee. It takes us through January. The February figures 
come from all over the field and I do not have them yet. 

(The material referred to is as follows:) 


Lecat ACTIVITIES AND GENERAL ADMINISTRATION 
Fees and expenses of witnesses, Justice supplemental estimate, 1954 


Request for 20 days from June 10, 1954, to June 30, 1954 $100, 000 
Appropriation to date 1, 200, 000 
Obligations to Dee. 31, 1953 579, 304 
Expenditures to Dec. 31, 1958. 522, 933 
Budget estimate next fiscal year 1, 300, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


It is estimated that a supplemental appropriation in the amount of $100,000 
will be needed to carry us through the vear in addition to the $1,200,000 currently 
available. Normal increased costs will amount to $74,000, plus $26,000 for the 
Owen Lattimore case. 

This is not a controllable appropriation, and 6 months’ expenditures of the 
current fiscal year as compared to the same period for the 1953 fiscal year reflects 
a 2.52-percent increase. Therefore, 102.52 percent of $1,242,655 (expended 1953 
fiscal year through December 31, 1953) will amount to $1,274,000—also $26,000 
for the Lattimore case represents total estimated obligations for the 1954 fiscal 
year, $1,300,000. 


Statement showing comparative monthly expendilures (6 months) 1954 fiscal year over 1953 
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Mr, AnpreET?rA. Our expense for 7 months this year is running 2.04 
percent over what we spent last year. The total expenditures for 
1953 were $1,246,089. If the same rate of increase prevails, namely 
the 2.04 percent, we are going to need $1,271,509.22 this vear. But 
I wanted to point out that the heavy court months are now coming up. 
The last quarter of the fiscal year we run very heavy on calling cases 
and bringing in witnesses. In some of the cases that we have now, 
the witness appropriation is going to be hit very hard from here on 
to the first of July. 

Mr. CLEvENGER. What were your general appropriations for the 
fiscal year 1953? 

Mr. AnpDRETT?TA. $1,200,000 appropriation. 

And this is a request supplemented by $100,000 by transfer of 
money from Immigration; which is $1,300,000. 

Mr. CLevenGeERr. I asked for 1953. 

Mr. Anpretra. I beg your pardon. The appropriation was 
$1,270,000. 

Mr. CLEvENGER. What were your total expenditures? 

Mr. Anprerra. The appropriation last year, Mr. Clevenger, was 
$1 million, and we got a transfer last year of $270,000; which made 
$1,270,000 available. We have spent through March 8th $1,246,785.02. 

Mr. CLEveNGeR. You had a carryover? 

Mr. Anpretra. Yes. We had some money left. 

Mr. CLevencer. Any questions, Mr. Coudert? 

Mr. Covuperr. No questions. 

Mr. CLevencer. Mr. Coon. 

Mr. Coon. No questions. 

Mr. Mr. Rooney. 

Mr. Rooney. Mr. Andretta, I regret very much that the Attorney 
General is not here in person with regard to this situation, as I should 
have liked to ask him a few questions concerning it. 

When was this proposal to transfer from ‘Salaries and expenses, 
Immigration and Naturalization Service,’ for these three items first 
submitted to the Bureau of the Budget? 

Mr. Anprervta. I think about 2 weeks before the document came 
over here; sometime in January. 

Mr. Rooney. It was in the month of January that you submitted 
this proposal to the Bureau of Budget, right? 

Mr. Anpretra. I think that is right. 

Mr. Rooney. At that time, in January, you planned to cut or take 
away from the appropriations for salaries and expenses of the Immigra- 
tion and Naturalization Service the amount of $950,000, almost 
$1 million; is that right? 

Mr. ANpDRETTA. Yes, sir. 

Mr. CLevenGcer. Mr. Rooney, on page 175 of the regular hearings, 
the unobligated balance or estimated savings indicated there for the 
1954 estimate was $1,332,000. 

Mr. AnpreTTra. That was a reserve we set up at the very beginning 
of the fiscal year, Mr. Clevenger. 

Mr. Rooney. The fact is that by virtue of this proposed transfer 
you would be taking away from the funds appropriated by the Con- 
gress for the Immigration and Naturalization Service the amount of 
almost $1 million; is that right? 
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Mr. Anprerta. We took away $1,300,000 from Immigration by 
establishing a reserve at the very beginning of the fiscal vear. 

Mr. Rooney. But under the instant proposal, at this time, and in 
the month of January last when you went to the Bureau of the Budget, 
you propose and proposed to take away from the Immigration Service 
almost $1 million; right? 

Mr. Anpretra. That is right. 

Mr. Rooney. And this at a time when as shown in the regular 
hearings of 3 months ago, at pages 194, 195, and 196 that we have an 
appalling situation on the Mexican and Canadian borders. The 
justifications which were prepared by your office, that is, the Office 
of the Attorney General, contained the following language with regard 
to the Immigration and Naturalization Service: 

The relatively small force of officers cannot give sufficient attention to the 
problems of organized smuggling, apprehension of dangerous aliens, and preven- 
tion of illegal entry when officers are promptly enmeshed in the many problems 
associated with the arrest and transportation of thousands of illegal aliens every 
time they go upon the highways or crossing places. This mass invasion of illegal 
aliens has reached proportions which are beyond control of the limited force pro- 
vided to deal with it. 

How does the Attorney General, Mr. Brownell, justify his action 
in now taking away from the Immigration Service almost $1 million— 
and that is a law enforcement agency—and transferring it for these 
purposes? 

Mr. Anpretra. The Immigration Service never had the $1 million 
that we are talking about now. 

Mr. Rooney. But it was given to the Attorney General by the 
Congress to be used for the Immigration and Naturalization Service, 
was it not? 

Mr. AnpretTra. It was, yes. 

Mr. Rooney. My question is why did you not use it? 

Mr. Anprerta. In the appropriations submitted to this committee 
for 1955 there is a reduction of $3,250,000 in the Immigration Service. 
It would be impracticable to use that $1,350,000 that we set up as a 
reserve. If you did that, you would have a far more violent readjust- 
ment when you have to make up a $3,200,000 cut on July 1. There- 
fore, in anticipation of that cut and reduction in the operating funds 
of the Service, we had to gradually approach it by setting up a reserve 
at the very beginning of this fiscal year. 

Mr. Rooney. Mr. Andretta, is that the best answer you and 
Attorney General Brownell can give in regard to this situation, using 
your own words and taking your own justifications? Why, the 
$3,250,000 cut was proposed by Attorney General Brownell. 

I am reading now from page 194 of the regular hearings, held on the 
10th of last December: 

Results of the mass movement of wetbacks across the border are unemploy- 
ment of displaced domestic labor, depressed wage scales and living standards, and 
creation of serious crime, health, and sanitation problems * * * 

I would like to have all of this put into the record, Mr. Chairman. 

Mr. Anpretta. How about the Attorney General’s testimony that 
the wetback situation was all under study? 

Mr. Cievencer. This money would have gone into the Treasury 
as unexpended funds, would it not? 

Mr. Anprertta. That is right. 
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Mr. Rooney. But the point is that it should not go back into the 
Treasury as unexpended funds, but should be spent to prevent a law- 
less, disgraceful situation on the Mexican and Canadian borders, 
threatening the security of our country. 

I am going to read further from the Attorney General’s justifica- 
tions of 3 months ago with regard to the Immigration and Naturaliza- 
tion Service, from page 194: 

As reported elsewhere in these justifications it was recently discovered that 
approximately 100 present and past members of the Communist Party have been 
crossing daily into the United States in the El Paso area. 

Mr. Anprertra. That is Mr. Habberton’s testimony, is it not? 

Mr. Roonry. No. These are the justifications prepared and sub- 
mitted by your office, by the Office of the Attorney General. 

Mr. Anprerra. No. That is Mr. Habberton’s statement for the 
Immigration Service. 

Mr. Rooney. No; that is not, because with weasel words he tried 
to get away from it in « letter which is incorporated in the Congres- 
sional Record of March 8, 1954, addressed to Senator Daniel of Texas, 
in which he said that although this statement was in the printed 
record of hearings—and I asked that it be put in the record last 
December—he says: 

The statement was not part of my testimony. 


So that leads me to this question: Whose statement is this about a 
hundred Communists going back and forth in the El Paso area every 
day? 

Mr. Anprerra. I don’t know. 

Mr. Rooney. Mr. Chairman, if I may, at this point in the record 
I should like to incorporate the letter addressed to Senator Daniel, 
signed by Mr. Habberton, Deputy Commissioner, which letter appears 
on page 2628 of the Congressional Record of March 8, 1954. 

(The letter referred to is as follows:) 


Unitrep Srares DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington, D. C., March 4, 1954. 
Hon. Price 
United States Senate, Washington, D. C. 

My Dear Senator Danteu: You have called to the attention of this Service 
the fact that it was stated on the floor of the Senate yesterday, in connection with 
the consideration of the joint resolution relating to the supplying of agricultural 
workers from the Republic of Mexico, that 100 subversives are coming into the 
United States from Mexico each day. You advise that it was reported that this 
statement was based upon a statement of this Service made before the House 
Committee on Appropriations in connection with the appropriation for this 
Service. 

The statement of the Service referred to was as follows: ‘‘It was recently dis- 
covered that approximately 100 present and past members of the Communist 
Party had been crossing daily into the United States in the El Paso area.”’ This 
statement was contained in this Service’s budget justification submitted last 
December and became a part of the record of the hearing before the House Com- 
mittee when a member of that committee requested that several pages of these 
justifications be inserted into the Record. The statement was not part of my 
testimony. 

As you undoubtedly know, there are a large number of persons on the Mexican 
border who cross back and forth into and out of the United States. The Service 
is continually conducting investigations to determine whether any of these might 
possibly be inadmissible to the United States and, of course, we are particularly 
concerned from the subversive standpoint. Some months ago, as a result of 
information received, we identified a number of individuals as members or former 
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members of the Communist Party of Mexico and of this number we found that 
some 100 were among those who had been so crossing. Their entry into the 
United States was, of course, immediately stopped. Continuing investigations 


undoubtedly will reveal additional such persons and, of course, they likewise will 
be prevented from entering. 


As indicated, the situation described is one which had existed until discovered 
and corrected a number of months ago, 
Sincerely yours, 
BENJAMIN G. HABBERTON, 
Deputy Commissioner. 

Mr. Rooney. Whose statement is the statement which I have 
read to you? 

Mr. Anprerra. That is probably Habberton’s statement. 

Mr. Rooney. Then do you say that Mr. Habberton was incorrect 
to use a mild expression—when he said, “The statement was not 
part of my testimony’’? 

Mr. Anprerra. I don’t know what Mr. Habberton said. 

Mr. Rooney. Are you familiar with the Senator Daniel letter? 

Mr. Anprerta. No. 

Mr. Roonry. All right, let us start de novo. 

Mr. CLevencer. Tell me right here: Are there more or less border 
patrol on duty now than a year ago? 

Mr. Anprerra. I want to point out this reduction had no effect 
whatsoever on the border patrol. 

Mr. Cievencer. Are there not actually more men on the border 
patrol? 

Mr. Anprerta. Yes, because we reduced other places and filled 
the vacancies that had been in existence for some time. 

Mr. Roonry. Mr. Andretta, am I to understand from this that 
the Attorney General asked the committee for a million dollars more 
than you needed? 

Mr. Anprerra. No, sir. 


Mr. Rooney. What other conclusion can I draw? You asked for 
$42 million and it was given you by this committee. Now you pro- 
pose not to spend practically a million dollars of that, at a time when 
we have such an appalling situation at the Mexican and Canadian 
borders. 


we Anprerra. We did not take any money away from the border 
atrol. 
. Mr. Rooney. But you took it away from the Immigration Service. 

Mr. Anprerta. If we had spent the million dollars plus reserve, 
we wouldn’t have spent any more for the border patrol than we did. 

Mr. Rooney. Is it not the fact that you had to take patrolmen from 
the big cities and seaboards and put them to work on the border patrol? 
oink Anpretta. They took border patrolmen and sent them down 

ere? 

Mr. Rooney. Sure. They took them from the Atlantic and west 
coast ports and sent them down to the border. 

Mr. Anprertra. I would not know abcut that. 

Mr. Rooney. Would you not say that this would lessen the 
enforcement personnel at the coast ports? 

Mr. Anpretta. I can say that the Immigration Service was not 
able to recruit up to the imcrease they asked for. In other words, 
they operated at their 1953 level. 

Mr. Rooney. You did not let them recruit. You took the money 
away from them. You are not only making this proposed transfer 
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of $1 million, but you have already made a previous transfer from the 
funds appropriated for the Immigration Service. 

Mr. Anprowrta. All we did was keep them at the level of operation 
they had in 1953. We did not augment it. And by not augmenting 
it we were able to impound this money and save it. 

Mr. Rooney. Is that the best answer you can make when the De- 
partment of Justice, the Attorney General, the Immigration and 
Naturalization Service—they are all one, as far as I am concerned— 
say this at page 194 of the hearings: 

In the midst of a situation where the small border patrol force is being overrun 
by hordes of illegal aliens an easy avenue of entry into the country is provided 
for almost any number of Communists or foreign agents from Mexico, Guatemala, 
from Duteh Guiana, and, entry into Mexico being as easy as it is, from any country 
in the entire world. 

Is that the best answer you can give to this situation, to explain 
your taking away funds from the Immigration Service? 

Mr. Anpretra. Why don’t you put the At‘orney General’s state- 
ment in that the whole wetback situation is under study and con- 
sideration? 

Mr. Roonsy. I say the situation is entirely unsatisfactory. When 
he appeared before the committee in December he had no idea of the 
solution for it. 

Mr. Bow. Mr. Chairman, I suggest the witness be permitted to 
complete his answers before being interrupted by the gentleman after 
being asked a question. I think it is utterly unfair to ask the witness 
a question and then, when he attempts to answer the question, he 
breaks in. I think he should have the courtesy of being permitted to 
finish. 

Mr. Rooney. I shall be glad to give him full opportunity to answer 
questions, as | have for years. 

Mr. Bow. You have not done that today. 

Mr. Roonny. I think I have. That is a difference of opinion. 

Mr. Anprerra. I just want to point out that if you look through 
the testimony, the Attorney General said the whole Mexican wetback 
situation was under study. He had gone down there himself. The 
whole problem was being studied as toa solution, and we were satisfied 
the solution at the time was not $1 million or $2 million for anything 
at that time on that particular project, and that we were satisfied to 
let the border patrol go along at the strength it had at that time and 
continue at that strength until some other solution could be deter- 
mined upon on the wetback situation. 

Mr. Couperr. I wonder if the gentleman would yield at this point. 

Mr. Rooney. No; not at this point. Later on, I shall be glad to. 

1 should like to call to the attention of the Assistant Attorney 
General and to Attorney General Brownell a statement contained in 
the regular hearings beginning at page 669, made by Clarence H. 
Olson, assistant director, national legislative commission of the 
American Legion, wherein he says: 

We ask ourselves— 
meaning the American Legion— 


what has happened to the concern of the Attorney General as expressed last 
August, or what new plan has been devised to more than offset the money and 
personnel decreases? Surely the Attorney General would not be satisfied with the 
continuance of the rather ineffective job being done by the Department along the 
Mexican border. 
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And I believe that somewhere herein is a reference to the cut in the 
request for funds for the coming fiscal year made by Mr. Brownell, the 
Attorney General, to the extent of $3% million for the Immigration. and 
Naturalization Service. 

I wonder if the gentleman would let us have the Attorney General’s 
views with regard to the American Legion statement. 

: — Anpretra. I don’t think he knows anything about it; at least, 
on’t. 

Mr. Roonry. Do you mean to say, Mr. Andretta, you didn’t read 
the appropriations hearings with regard to the Department of Justice? 

Mr. Anprerra. I read the hearings. 

Mr. Roonry. And did you not read Mr. Olson’s statement? 

Mr. Anprerra. I read Mr. Olson’s statement, but that is his 
statement. 

(Discussion off the record:) 

Mr. Coupert. Before we get too far away from it in the record: 
Did the witness not testify a moment ago, in answer to a question by 
my good friend from New York, that they were maintaining, with 
the funds that were presently being used by this agency, the border 
patrols and other immigration forces on the same basis as 1953, if 
not on a somewhat higher basis? 

That is correct, is it not? 

Mr. AnpreTra. Yes. 

Mr. Rooney. He did say the same. But the Department of 
Justice told us in December, in the Attorney General’s typewritten 
justifications, that— 

In the midst. of a situation where the small border patrol force is being overrun 
by hordes of illegal aliens, an easy avenue of entry into the country is provided 
for almost any number of Communists or foreign agents from Mexico, Guatemala 
from Dutch Guiana, and entry into Mexico being as easy as it is,-from any country 
in the entire world. 

Now, when we received the justifications in December, we received 
the justifications of the Attorney General and of the Department 
of Justice, did we not? 

Mr. Anprerra. Yes. 

Mr. Rooney. In behalf of a requested appropriation of $39 million 
for the Immigration Service; right? 

Mr. Anpretra. Right. 

Mr. Rooney. So that the language which I have read—and please 
assume that I have read it accurately—is the language of the Attorney 
General and the Department of Justice. 

Mr. Anpretra. No, it is not. I want to get that straight now. 

Mr. Roonry. Please see if you can straighten that out, because it has 
been my understanding over the years that when a head of an agency 
comes before an Appropriations Committee and presents justifications, 
those justifications have previously been read by him, and they repre- 
sent a true and accurate picture designed to back up the appropriation 
request. 

Mr. Anprerra. The justifications have been read, but when a wit- 
ness comes before this committee with a general statement, like the 
Commissioner of Immigration—in this case the Deputy Commis- 
sioner—he came with a prepared statement which we never saw until 
the day he walked in and presented it to the committee. 

I take it what you are talking about is from his general statement. 
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Mr. Rooney. No; I am talking about the justifications, not his 
statement. You mean to say that his statement had not been cleared 
with the Attorney General or with your office before he made it? 

Mr. Anprerra. No, sir. 

Mr. Rooney. Isn’t that a funny way to run a business? 

If I correctly understand you, you and the Attorney General are 
now trying to get away from this language which I have read you 3 or 
4 times now from the justifications. 

Mr. Anpretrra. We are not trying to get away from anything. 
We are just saying that is not our statement; that is Mr. Habberton’s 
statement. 

Mr. Rooney. Would you agree with this statement? It reads: 

In the midst of a situation where the small border patrol force is being overrun 
by hordes of illegal aliens, an easy avenue of entry into the country is provided for 
almost any number of Communists or foreign agents from Mexico, Guatemala, 
from Dutch Guiana, and entry into Mexico being as easy as it is, from any country 
in the entire world. 

Would you agree or disagree with that statement? 

Mr. Anpretta. I would agree with part of it. I am not sure 
about the foreign agents part of it. 

Mr. Roonny. Would you agree with this statement: 


As reported elsewhere in these justifications, it was recently discovered— 


and this is a statement presented to the committee on the 10th of 
December 1953— 

that approximately 100 present and past members of the Communist Party had 
been crossing daily into the United States in the El Paso area, 

Would you agree or disagree with that statement? 

Mr. Anprertta. I disagree with that. 

Mr. Rooney. Do you feel that the Acting Commissioner at that 
time, Mr. Habberton, was trying to mislead the committee in the 
request for funds in December? 

Mr. Anprerra. | don’t think so; no. 

Mr. Roonry. Would you say that he was uninformed or misin- 
formed? 

Mr. Anpretrra. He was probably misinformed. 

Mr. Rooney. And is it your idea that no Communists are coming 
across the border in the El Paso area every day? 

Mr. Anprertra. I don’t think he knows or I know. 

Mr. Rooney. Isn’t this something that the Attorney General, Mr. 
Brownell, should look into when a man of the consequence of Mr. 
Habberton, the Acting Director of Immigration and Naturalization 
Service, says that a hundred present and past members of the Com- 
munist Party have been crossing daily back and forth across the border 
in the El Paso area? Do you not think that this should be investi- 
gated? 

Mr. Anprerra. I think it is being investigated. 

Mr. Roonry. How have you investigated it since last December 
10? You were present when Mr. Habberton testified. 

Mr. Anpretta. I wouldn’t know about it. 

Mr. Rooney. Maybe we have the wrong witness? 

Mr. Anpretra. I am sure of it. 

Mr. Rooney. Mr. Chairman, I again ask that pages 194, 195, 
and 196 of the regular hearings be inserted in the record. 
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Mr. Cievencer. What possible value can they have in here now? 
Mr. Kooney. When the public reads these hearings and sees that 
the Attorney General proposes to take almost $1 million away from 
the funds for the Immigration Service at a time when we have such 
deplorable conditions depicted on pages 194, 195, and 196, they might 
wonder whether or not this committee, if it were to allow the proposed 
transfer, would be doing the right thing in the circumstances. 

Mr. Cievencer. The reason I am asking this is: Is smuggling 
au operation that comes under this particular Bureau? 

Mr. Roongy. You would not expect an immigration officer to 
look the other way at smuggling. They are referring to smuggling 
of aliens. But you would not expect them to wink at the smuggling 
of property; would you? 

Mr. Cievencer. No. But is that not also a Treasury agent’s 
business? 

Mr. Rooney. Of course. Incidentally, the casualties in shot and 
killed of the Immigration Service far exceed the casualties in the 
Federal Bureau of Investigation. 

I think that is a correct statement. Is it not, Mr. Butts? 

Mr. Burts. I think so. 

Mr. Rooney. The immigrant inspectors and border patrolmen are 
not only interested in enforcing our immigration laws and the smug- 
gling of aliens and illegal wetbacks and preventing Communists and 
subversives coming into the country; but if they observed smuggling 
of property, I am sure they would participate in the apprehension of 
the criminal involved. 

Mr. Cievencer. Can the gentleman not use this printing instead 
of making a new one? 

Mr. Rooney. I think it would make interesting reading in this 
record. 

Mr. Cievencer. If you want it in, put it in. 

Mr. Rooney. Yes, thank you very much. . These are 3 of the 
pages of justifications presented to the committee 3 months ago. 
(Material referred to is as follows:) 


CURRENT YEAR PROBLEMS 


MASS INVASION BY ILLEGAL ALIENS 


The most difficult problem facing the border patrol during the current fiscal 
year is the necessity for handling appalling numbers of apprehensions. [he 
relatively small force of officers cannot give sufficient attention to the problems 
of organized smuggling, apprehension of dangerous aliens, and prevention of 
illegal entry when officers are promptly enmeshed in the many problems as- 
sociated with the arrest and transportation of thousands of illegal aliens every 
time they go upon the highways or crossing places, This mass invasion of 
illegal aliens has reached proportions which are beyond control of the limited 
force provided to deal with it. 


DEVELOPMENT OF BELLIGERENT CHARACTERISTICS AMONG 


WETBACKS 


Results of the mass movement of wetbacks across the border are unemployment 
of displaced domestic labor, depressed wage scales and living standards, and 
creation of serious crime, health, and sanitation problems. Complaints at these 
results and requests for remedial action come from all levels of population and 
local governments. The aliens show a tendency to quit their former attitude 
of docility and to assume one of defiance, obstruction, and resistance. Farmers 
fear for the safety of their women and children in isolated farm homes when 
groups of aliens appear and demand food, where they formerly begged for it. 
Wetbacks are making heavy contributions to the local jails, public hospitals, 
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and even relief rolls. Their depredations range from harvesting food crops 
at night for subsistence, to robbery and rape. [he Los Angeles Police Depart- 
ment reports that their officers apprehended last year 4,503 aliens who were 
turned over to the Service for processing as illegal entrants, which figure does 
not include many wetbacks who were arrested for criminal offenses and prose- 
cuted in the courts instead of being merely booked for this Service. One thriving 
farm community near Los Angeles reports 4 out of 5 of the defendants in its 
police court are wetbacks. 


THREAT TO INTERNAL SECURITY 


A harvest of dangerous byproducts from the seemingly harmless invasion by 
illegal aliens is now in the making. Who can say that Communists and sub- 
versives do not cross the Rio Grande? As reported elsewhere in these jus- 
tifications it was recently discovered that approximately 100 present and past 
members of the Communist Party had been crossing daily into the United States 
in the Ei Paso area; also that the number of present and ex-members of the 
Communist Party residing immediately across the border from El Paso number 
about 1,500, and it has been established that there exists active liaison between 
the Communist Party of Mexico and the Communist Party in the United States. 
Likewise, a border-patrol problem of gravity from the standpoint of internal 
security exists along the Canadian border. In the years since World War II 
more than 770,000 European aliens have been admitted to Canada as immigrants. 
It is understood that. security screening of such aliens (consistent with the defi- 
nition of the term as applied in this country) has been practically nonexistent. 
Within the past 6 months the Baltimore district apprehended 10 aliens recently 
smuggled across the Canadian border—an all-time high in that district for this 
class of illegal entrants. Recent apprehensions of aliens from Canada have 
included Poles (one a confessed Communist), Albanians, Rumanians, Italians, and 
Greeks. A progressively increasing number of illegal entries into the United 
States across the Mexican and Canadian borders cannot be other than a threat 
to the security of the United States. In the midst of a situation where the small 
border-patrol force is being overrun by hordes of illegal aliens an easy avenue of 
entry into the country is provided for almost any number of Communists or for- 
eign agents from Mexico, Guatemala, from Dutch Guiana and, entry into Mexico 
being as easy as it is, from any country in the entire world. 


FALSE CLAIMS TO CITIZENSHIP 


The wetback invasion began during World War II vears. At that time the 
problem was concerned almost wholly with farm workers. The average citizen 
believes or pretends that the wetback comes and goes as does the ocean tide and 
the harvest moon. Conducive to this coneept is the wetback ot the Guanajuato 
hat and huaracha-sandal class who labors in the open fields. The chronic user 
of wetback labor would shrink the problem to just this type of alien. However, 
the not-so-elementary phase of the problem concerns large numbers of aliens 
working as United States citizens. This alien arrives with and in the same 
manner as the before-described type, excepting those that may obtain false 
certificates before leaving Mexico. Arriving in ignorance, many learn that birth 
certificates can be had through the swearing of dishonest witnesses. Or they 
secure a copy of a United States citizen’s baptismal certificate through whatever 
church. False identify is strengthened with social-securitv cards, draft cards, 
and, in some instances, poll-tax receipts. Even the dead are involved. Illegal 
aliens take the identity of deceased persons to claim United States citizenship and 
show the appropriate documents. The Guanajuato straw hat and huaracha san- 
dal are discarded after a soiourn in the border area and the fraudulent citizen is 
ready to move north into some unsuspecting community where be may join a 
labor union and take a place as a voter. Under these circumstances the price of 
United States citizenship is indeed cheap. Furthermore, there are untold 
thousands of aliens who first came to this country as wetbacks and were subse- 
quently apprehended and returned several times by the border patrol. In the 
meantime these aliens have learned to secure talse papers, adopt American 
mannerisms and clothing, and are now enjoving the benefits of citizenship. They 
have complete rreedom of movement and indications are that many also exercise 
the right of the United States citizen at the polls on election day. “This problem, 
while serious enough now, will become more serious as time passes and will 
create an ever increasing number of false claims to citizenship. 
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SMUGGLING 


High prices are paid for smuggling aliens. Hardened criminals have entered 
into organized smuggling in a businesslike matter. Along the Florida coasts, 
a typical smuggling case involves European and Chinese aliens, brought from 
Cuba to the mainland by airplane. Pilots in the United States will fly to the 
northern coast of Cuba. There are hundreds of well-hidden airfields or strips 
in northern Cuba from which pilots pick up their human cargo, and land in this 
country at any one of several abandoned fields. There confederates take over 
the responsibility for further travel, most often to points in the East or in the 
interior of the country, where they can become submerged in large foreign- 
language groups. The smugglers usually collect their fee from relatives or 
friends of aliens at the final destination, or the alien, upon safe delivery, sends 
a code telegram to the contact man in Cuba containing a code word known only 
to the alien and a relative or friend. The contact man, on the basis of the code 
word, collects his fee. The smuggling situation is further pointed up in some 
of the quotations from reports received from district directors outlining local 
problems. 

The district director at St. Albans reports as follows: 

“Tt has previously been pointed out that we are now unable to give complete 
coverage. Illegal entrants are definitely on the increase and unless we can give 
24-hour-a-day coverage we cannot combat smuggling effectively, because all the 
smuggler has to do is to wait until we are off the road. We feel that under 
present conditions 24 hours coverage every day in the year is very necessary for 
effective enforcement. 

“At present, we have an authorized force of 74 patrol inspectors to guard the 
approximately 1,400 miles of the international boundary within district No. 1. 
This force is wholly inadequate, especially in view of the scores of traveled roads 
entering the United States from Canada on which no inspection stations are 
located. As a result, smuggling activities are on the increase due to the large 
European immigration to Canada during the past 3 years.” 

The district director at San Antonio reports as follows: 

“The present force of 310 officers is literally overrun by the thousands of aliens 
entering at all points along the international boundary both by day and night 
and as such a large percentage of them are able to elude the patrol, at least for 
a period of time, this encourages more and more to enter. The removal of water 
from the Rio Grande River for irrigation purposes toward its source has resulted 
in there being practically no water left when it reaches this district; therefore, 
> Rio Grande River no longer forms any barrier between this country and 
Mexico. 

“There has been an invasion of wetbacks to the district, principally in the 
Lower Rio Grande Valley, this past year, and »pprehensions are running at about 
60 percent 2bove the same period last year. Usually, the big influx starts in July 
and lasts through September; however, this vear there was little letup after the 
cotton season, and great numbers have continued to enter and be apprehended. 
The probable causes for this are the continued drouth conditions in Mexico and 
the fact that better wages are paid in this country (although wages paid the 
wetback is substandard, it is more than he would earn at home), and our lack of 
personnel to process larger numbers for prosecution and deportation. 

‘The McAllen territory is representative of the illegal alien situation as it 
exists in the Rio Grande Valley todey. These aliens are used on precticelly all 
farms. Thev work in pscking sheds, dairies, and resteurents. They are brick- 
makers, bricklavers, carpenters, painters, and cement finishers. They are maids, 
bartenders, mechanics, and babysitters. Wets drive their employers’ trucks 
without drivers’ licenses. Our hospitals use this labor and the local municipalities 
heave, or have had, wets on their psvrolls. Wetback prostitutes outnumber 
citizens of that trade. Even the ministerial profession has been invaded. Better 
to name a trade the illegal alien does not follow.”’ 

The district director at Los Angeles reports as follows: 

“Tt is no exaggeration to say that the district is overrun with Mexican aliens 
who have succeeded in entering the United States illegally. For example, the 
police officers in Los Angeles alone arrest and turn over to this Service from 50 to 
125 aliens each night who are taken into custody bv those officers in connection 
with their routine police duties. The authorized border patrol force is inadequate 
to stem the flow of Mexican aliens entering illegally daily. Where only a thousend 
avprehensions of illegal entrants were made in the year 1940 in the entire district, 
330,000 were apprehended during the fiscal year 1950, 285,128 during the fiscal 
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vear 1951, 188,497 during the fiscal year 1952, and 156,979 for the first 7 months 
of the fiseal year 1953. The drop in the number of apprehensions in the fiscal 
years 1952 and 1953 was attributed to the operation of the airlift and trainlift 
which unquestionably deterred thousands of Mexican nationals from reentering 
the United States. 

“This alltime high of aliens apprehended in the district is no measure of the 
total number who have entered illegslly since we know that large numbers have 
evaded our officers and proceeded to the interior. Freight trains northbound 
from the border swarm with aliens, it not being uncommon for one train to carry 
several hundred aliens. Highways leading from the border likewise bear a constant 
stream of aliens being transported in vehicles by smugglers and other interested 
persons. Beck country roads and treils are also used by aliens in large numbers. 
We are using every resource at our disposal in the attempt to arrest the progress 
of these north-bound aliens, as attested by the apprehension figures mentioned 
above, but it is humanly impossible for our thin line of some 200 officers, deployed 
over a border frontage of about 250 miles, to defeat this invasion of hundreds of 
thousands of aliens.” 


Mr. Coupert. Is the gentleman through? 
Mr. Rooney. Yes, at the moment. 


COMPARISON WITH PRIOR APPROPRIATIONS 


Mr. Couprrt. Mr. Chairman, in view of the fact that the gentle- 
man from New York is reincorporating in the minutes of this hearing 
that material that seemed so surprising and pleased him, I think it 
might be appropriate to include a couple of observations made in 
support of the budget request for 1952, when he was chairman of 
this committee. I think the statements were made in 1951. Here 
are the justifications for the border patrol, indicating that the problem 
that so exercises my good friend is at least not a new problem. 

Under justification of the Immigration budget request, under the 
title ‘Border patrol,” the following appears: 

Illegal entry of Mexicans has reached such proportions that it is now com- 
parable to an invasion. The constant apprehension and explusion of Mexican 
aliens who have entered illegally has become so burdensome that the border 
patrol is almost powerless to cope with the threat of dangerous types of aliens 
using this avenue to filter into the United States. 

Now, Mr. Andretta, can you say offhand how the size of the border 
patrol for the fiscal year 1952 compares with the one that you are 
presently maintaining? You have just testified that the present 
border patrol is at least equal to 1953. Is it a fair assumption that 
1952 is no more or less than 1953? 

Mr. Anpretta,. I would say about the same. 

Mr. Covupert. Is it not a fact that the problem that my good 
friend from New York is so disturbed about is a problem that has 
confronted us for many years and has been considered in each budget 
hearing on this bill, and that each year the Immigration Service has 
painted an almost equally black picture of the problem confronted in 
the border patrol? 

Mr. Anpretra. I think the problem has been there as long as we 
have had the Immigration Service. 

Mr. Coupert. And as of the present time you are maintaining a 
border patrol of a slightly larger number than that you maintained 
during the last year, when the gentleman from New York was the 
chairman of this committee? 

Mr. Anpretra. I would say so, yes. 

Mr. Rooney. May I ask a question at this point? 

Mr. Covupert. You certainly may. 
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Mr. Rooney. Mr. Andretta, you will recall a time a few years ago, 
when I happened to be chairman of the subcommittee, that the com- 
mittee reported out favorably funds for the recruitment of hundreds 
of additional border patrolmen; do you recall that? 

Mr. Anprerta. I recall once that they did give us money. I think 
it was some 300 or 400 that we finally ended up with. They brought 
it up to 1,800, I believe. 

If I remember, the next year after that, Mr. Horan and you chal- 
lenged the fact that Immigration was carrying all these vacancies and 
had not built up to the authorized force. And after that there has 
been a gradual diminution of the number. 

Mr. Rooney. It is my aim that the present Attorney General do 
something about this. The committee reported out funds for extra 
border patrolmen, but, unfortunately, the Immigration Service did 
not get them. 

Mr. Andretta, you have been sitting in at these committee hearings 
for a number of years, and you know my ideas with regard to this 
particular subject probably as well as I do myself. I think you will 
agree that I have vigorously supported the Immigration Service and 
have sought to do something about this appalling situation on the 
Canadian and Mexican borders. 

Would you agree to that? 


Mr. Anpretta. I agree to that. I will also state the Department 
is very aware of the situation on the Mexican border. The At- 
torney General is very much aware of it. He is very much concerned 
about it and he has been working very diligently, as have several 
people in the Department, with other branches of the Government, to 
see what we can do to find a solution to this perennial problem. 

Mr. Roonry. Still he cut the funds for the Immigration Service to 
the extent of $34 million. 

Mr. Anprerra. The funds would make no difference. You could 
put three or four hundred patrolmen on a year, and still not solve 
the basic problem. If you want to multiply the border patrol 10 times, 
you might make an impact on this. But when you are talking about 
80, 90, or 100 positions, which are involved, it is not going to make 
any impact whatsoever on the basic problem. 

Mr. Roonry. Do you not think that addition of 300 border patrol- 
men might result in the apprehension of some illegal aliens who are 
subversives and Communists? 

Mr. Anpretta. No, because the last one who sneaks through mav 
be the one you are looking for. Suppose they did increase the staff 
and did run the apprehensions to 1 million, the million-and-first one 
that got across might be the one you were looking for. 

Mr. Roonry. What is the Attorney General’s solution to this? 

Mr. Anpretta. I don’t know. You and I have been talking about 
this for many years and no one has come up with a solution y et. 

Mr. Rooney. I do not know of any solution other than to give the 
Attorney General adequate funds to have a sufficient force to prevent 
the Communists and subversives from coming in. We cannot do it 
by cutting the funds. 

Mr. Anprerta. As T sav, it will take many millions of dollars. 

Mr. Rooney. I am for that. We must have the security of our 


country inviolate. And if the border is open the way it is, we do not 
have any security. 
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Mr. CLevencrer. May I ask a question here? 

Is it not true that all of the years you and I have been meeting 
with Mr. Rooney across the table, that it has been the desire, not 
only of him as chairman or myself as chairman, that every member 
of this committee is deeply concerned with this thing and is doing 
everything possible to do something about it? 

Mr. Anpretra. That is right. 

Mr. Roongy. Of course it is right. Mr. Chairman, you reported 
out a bill allowing the full amount of the budget request, and you are 
entitled to full commendation for it. You did not seek to cut a 
nickel of the funds for the Immigration and Naturalization Service. 
The fault is on the other side of the table. The Attorney General is 
the head of the Immigration and Naturalization Service and makes 
the request for funds. 

Mr. CLtevencer. The committees have always been trying to do 
something about this. 

Mr. Rooney. Of course, I thoroughly agree with you. 

Mr. Couprerr. Will the gentleman yield to me again? 

Mr. Rooney. Yes, of course. 

Mr. Couperrt. I can well understand the gentleman’s feeling when 
he says the fault is on the other side of the table, because the only fault 
on the other side of the table is to try to save the Government $1 
milion. And for that I think the Attorney General is to be con- 
gratulated. 

Now, is it not a fact Mr. Andretta, that if the committee did not 
permit the transfer of the funds you are requesting, it would be neces- 
sary to ask for new funds; which would further increase the present 
deficit? 

Mr. Anpretra. That is right. 

In other words, we feel since this money is not going to be available 
for the Immigration Service, at least we could use it. It is sitting in 
the Treasury and we would have to get additional money for these 
things. 

Mr. Coupert. The Attorney General has concluded that he can 
economize adequately and properly, and the funds thereby saved 
would be available, if we authorize it, for other purposes, in lieu of 
requesting new funds? 

Mr. Anpbrerta. That is right. 

Mr. Couprrt. Now, Mr. Rooney has asked you whether the At- 
torney General has any solution to this problem. Have any of his 
predecessors as Attorney General offered any solutions over the 
past years? 

Mr. Anpretra. Not that I know of. 


APPREHENSIONS ON MEXICAN BORDER 


Mr. Roonry. Mr. Andretta, would you at this point kindly insert 
in the record the number of illegal alien wetbacks coming over the 
Mexican border in the past 10 years? 

Mr. AnpretTr<. It is in those House hearings. 

Mr. Rooney. Would you please reinsert it at this point? You 
will agree that the figure in the last 12 months has reached un- 
precedented proportions, nothing ever like it before; is that correct? 

Mr. Anpretta. I don’t think there has been any great change in 
the last 3 or 4 years. 
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Mr. Rooney. Is not the figure up to almost 1 million aliens now. 
as compared to about 500,000 2 or 3 years ago? 

Mr. Anprerra. I don’t think so as to the numbers of wetbacks 
crossing. 
vy, FO Let us find out the answer to this by inserting the 
en Service figures on apprehensions at this point in the 
record. 
(The matter referred to and later inserted is as follows:) 


Apprehensions by border patroi 


Year: (Merican border) 


Mr. Anprerra. I think the figures for apprehensions have gone wu) 
tremendously, but whether the crossings have gone up to any great 
extent, I don’t know. 

Mr. Rooney. Let us have the figures on Mexican border apprehen. 
sions and use that as some sort of indication as to whether or not 
the border crossings have increased, or decreased; and as to whethe 
or not the work of the Immigration Service is the same as it was 2 0: 
3 years ago. 

Finally, in conclusion, let me say I am for economy in Government 
spending, and, of course, the gentlemen on the other side of the table 
know that full well. But I am not for saving one 5-cent piece when 
it comes to the security of these United States, and the fact that 
Communists, subversives, bomb throwers, all this alien riffraff, al! 
these people who want to destroy our country, can get in withou! 
anyone in authority even saying to them “Who are you,” is appalling 

I am not going to economize with regard to such a dangerous 
situation. 

Mr. CLevencer. Mr. Rooney, the Puerto Ricans who came dow: 
here the other day are nationals, are they not? 

Mr. Anpretra. They are nationals. 

Mr. Coupverr. Mr. Andretta, is the Immigration and Naturaliza- 
tion Service providing any less security for the United States than it 
has provided over the years that the gentleman from New York's 
party was in power? You just stated that you are maintaining now 
the same number of border patrolmen, or more than you maintained 
earlier? 

Mr. Anpretta. I don’t believe there has been any diminution in 
their enforcement activities. 

Mr. Rooney. But does the Attorney General not know that the 
wetback problem on the Mexican border is much worse today, Marc! 
10, as compared to what it was on March 10, 1953, or March 10, 1952? 

Does the gentleman not know that? 

Mr. Anprerra. From what you read in the papers only the agita- 
tion you hear about it is worse. 
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Mr. Rooney. If the Attorney General will kindly read the three 
pages which I have inserted in this record, which contain the language, 
you say, of the Immigration and Naturalization Service, they will 
answer that statement. 

Mr. Anprerta. That has been in appropriation hearings every 
year practically about that wetback situation. 

Mr. Roonry. Did you have this in the hearings previously: 


* %* * it was recently discovered that approximately 100 present and past 
members of the Communist Party have been crossing daily into the United States 
in the El Paso area * * * 


That is all], Mr. Chairman, except that I should like to insert at 
this point in the record a copy of a letter under date November 20, 
1953, addressed to the senior Senator from Illinois by Assistant At- 
torney General J. Lee Rankin. This letter, which was published in 
the Congressional Record of February 4, 1954, reads as follows: 


DEPARTMENT OF JUSTICE, 
Washington, D. C., November 20, 1958. 
Hon. Paut H. 
United States Senate, Washington, D. C. 

My Dear Senator: Reference is made to your letter of June 15, 1953, addressed 
to Attorney General Brownell and referred to this office for reply, in which you 
expressed concern over reports of the increasing number of illegal entries into the 
United States across the Mexican border. As you know, the Department of 
Justice has given top priority to this problem, and I delayed replying to your 
letter until our study was completely in order that I might be in a position to 
give you the factual information you requested in full. 

Since January 1, 1953, the border patrol of the Immigration Service has appre- 
hended over 880,000 Mexican aliens illegally within the United States. Some 
were deported, but the vast majority of them were permitted voluntary departure 
in lieu of deportation. The monthly apprehension figures for this year are: 


January 66, 725| June -.-. 93; 634 
February _- 62, 413} July- 2, 192 
73, 176| August 
86, 502 | September_ 

93, 484 | October 


I am enclosing, as you requested, a table showing monthly border patrol appre- 
hensions for the fiscal years 1950, 1951, 1952, and 1953. A comparison of the 
1950 total with that for 1953 shows that apprehensions have almost doubled in 
the last 4 years, and that the number of apprehensions, now approximately 
100,000 a month, will bring next year’s fiscal total to well over the million mark. 
This is borne out by the fact that there were 406,353 apprehensions in the first 4 
months of the present fiscal year. 

One of the major factors contributing to this annual increase in apprehensions 
has been the fact that many of the provisions of the 1951 migrant labor agreement 
with Mexico have proven so costly and unsatisfactory that many farmers have 
refused to contract for legal labor. Perhaps the most unrealistic restriction has 
been the refusal on the part of Mexico to permit border recruiting, despite the fact 
that there are thousands of qualified workers in border areas in need of employ- 
ment and many farmers on our side of the border who require the services of 
Mexican labor. 

The present agreement expires December 31, 1953, and negoti>tions for a new 
agreement ere already being conducted through Ambessedor White end forme) 
conferences between represents.tives of both Governments are expected to begin 
within 2 weeks. We heve advised the Mexican Government thet we expect to 
obtsin substanticl modification in the present agreement in articles dealing with 
wages, subsistence, insurance coverage, blacklisting of emplovers, end workers’ 
oblig>t ons. We have »lso asked for » new article to euthorize border recruiting 
with adequate safeguards, and 2 provision to permit the withholding of 2 portion 
of the worker’s s»lary to guarantee faithful fulfillment of his contract oblig>tions. 
In the past skips have been 2. serious problem, becouse there wes no incentive for 
2 worker to rems,.in on the job if more attractive employment wes offered elsewhere. 

We are hopeful thet pending negotiations will result in en agreement for 2 
recruiting program which will be simpler, more attractive, less expensive to the 
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users, 2nd less costly to the Government. The Mexican Government has indi- 


cated it is willing to make concessions on some of the more onerous provisions, 


and it agreed in principle to border recruiting. As you know, until sufficient The 

domestic workers are available we must continue to draw upon Mexican workers aring 

to assist in the planting and harvesting of crops. A workable program will not appro} 

only be beneficial to the farmers, but will do much to solve the wetback situation. the oe 

If our border patrol was relieved of the overwhelming enforcement problem yaa 

arising from the agricultural program, it would be free to concentrate on stb- a , 

versives, smugglers, and other undesirables who seck illegal entry into the United p> ‘sf 

States from Mexico. 1958, | 

You have also requested our opinion on the dangers to national security caused oh 
by this heavy flow of illicit traffic over our southern border. I regret that I am 
unable to report any exact figures, but the Immigration Service conservatively 

estimates that for each apprehension three Mexican aliens cross the border and miner! 

either return undetected or infiltrate into our northern industrial aregs. This July. - - 

means that during 1953 over 4 million persons will have entered the United States aa 

illegally from Mexico. The great majority are braceros, who seek only seasonal! Outobet 

employment, but it is apparent that this border is also an easy avenue of entry Novem 

into our country for almost any number of Communists or foreign agents from Mase 

Mexico, Guatemala, Dutch Guiana, and, entry into Mexico being as easy as it Februai 
is, from any country in the world. The seriousness of this situation is self- 

evident; until this border is brought under control our internal-security program . 

will remain in jeopardy. — 

Finally, to provide you with some idea of the effect of this invasion on wages, The 

standards of living, and our own domestic agricultural workers, I am enclosing of 1,2 

some correspondence received from residents in the border area and a photo- 19,447 

offset of a newspaper article which appeared in the California papers. this y 

Please feel free to call on us at any time we may be of assistance to you. ing ar 

Sincerely, theref 

J. Lee RANKIN, 19,64 

Assistant Attorney General, for th 

Office of Legal Counsel. Th 

longe’ 

Mr. CLevencer. We want to thank you, gentlemen. in 19! 

year 

Bureau or Prisons =e 

1e ¢ 

WITNESSES Th 

mont! 

J. V. BENNETT, DIRECTOR OF PRISONS; sente! 

P. G. SMITH, BUDGET OFFICER; BUREAU OF PRISONS , Pig 

Mr. Cievencer. Next we have a request for $350,000 for salaries a 

. 

and expenses for the Bureau of Prisons, to be derived by transfer Th 

from ‘Salaries and expenses, Immigration and Naturalization Service, (days 

1954.” $357, 

We will place into the record at this point pages 9, 10, and 11 of the M 

justifications, covering this item. in tk 

The table at the top of page 10 should be brought up to date, M 

including January and February, if possible. men 

(The material referred to is as follows:) M 

Is it 

Salaries and expenses, Bureau of Prisons—Supplemental estimate, 1954 M 
Request for 3 months from Apr. 1, 1954_._..__...-_..._..----- $350, 000 Firs 

COUL 
Obligations through Dee: $1, 1068s... $13, 505, 109 Wi 
Expenditures through Dec. 31, -. $11, 907, 017 lr 
Budget estimate next fiscal year. $26, 850, 000 
Employment: Tl 

1e 

Average number, current appropriation_____..........._-_- 4, 076 ab 

1S 1e 


! Includes $6,830 transferred from “‘Salaries and expenses, general administration, Justice’? and $65,000 
transferred from ‘‘Salaries and expenses, Immigration and Naturalization Service.” 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The purpose of this request is to provide funds with which to meet the cost of 
aring for a population inerease of 1,400 inmates in excess of that for which the 
appropriation provided. We are requesting an additional $350,000 because of 
the population increase. 

It is estimated that the 1954 population will average 19,200, or 1,400 above the 
17,800 on which the appropriation was based. 

The following tabulation shows the rate of increase in population in 1954 over 
1953, for the first 8 months of the year: 


Percent 

Month 1953 1954 Increase increase 
17, 377 18, 512 1, 135 6.5 
17, 634 19, 092 1, 458 &.3 
ces 17, 844 19, 275 1, 431 8.0 
January_...-...-- 17, 834 19, 284 1, 450 | 8.1 
17, 604 18, 979 1, 285 7.3 


The average population for the first 8 months of 1954 was 18,979, an increase 
of 1,285 over the same period in 1953. The population on March 4, 1954, was 
19,447, or 1,542 above the same date in the previous year. The spread between 
this year’s population and that of the previous year has been consistently increas- 
ing and the peak population for the year always occurs in the second half. It is 
therefore estimated that the average population for the last 4 months will be 
19,640, or 1,237 above the average for the same period last year, or an average 
for the year of 19,200. 

The increase is due in general to three factors—an increase in commitments, 
longer sentences, and a lower parole rate. Commitments increased from 14,823 
in 1952 to 16,166 in 1953, or 1,821 for the vear. For the first 6 months of fiscal 
year 1954, commitments increased an additional 807. The offenses accounting 
for the increase were immigration (up 33.3 percent) and military (up 70.0 percent). 
The other offense groups showed either slight decreases or increases. 

The average length of sentence has increased each year since 1948, from 23.2 
months in 1949 to 25.5 months in 1953. Indications are that the increase in 
sentence is accelerating during 1954. 

Figures on the rate of parole grants show that while 40.3 percent of the cases 
heard were granted parole in the first 3 months of 1953, the rate had declined to 
34.4 percent for the similar period in 1954. The decline is to be expected in view 
of the more serious offenders being committed to Federal institutions. 

The amount requested is computed as 1,400 (increase in population) « 365 
(days in year) X 70 cents (the per capita rate appropriated), amounting to 
$357,700 rounded to $350,000. 

Mr. CLevencerR. How many inmates in your institution are covered 
in this appropriation on March 1, Mr. Bennett? 

Mr. Bennett. Mr. Chairman, on March 4, 1954, there were 19,447 
men in the Bureau of Prisons institutions. 

Mr. Cievencer. What are the causes for the increased inmates? 
Is it due to a population increase, or increase in lawlessness? 

Mr. Bennett. The increase is due to several factors, Mr. Chairman. 
First of all, there is an increase in the general population of the 
country. Our institutional population has kept step pretty much 
with the increase in population of the country. 

In addition to that, there is a considerable increase in commitments 
for certain types of offenses, particularly the theft of automobiles. 
The sentences pronounced by the courts have increased on the average 
about 10 percent. In addition to that, the number of paroles granted 
is less currently than it has been heretofore. 
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Commitments increased from 14,823 in 1952 to 16,166 in 1953; or 
a total of 1,321 for the year. 

For the 6 months of the fiscal year 1954, commitments increased an 
additional 807. The offenses that account for this increase were: 


Immigration, up 33% percent; military commitments, up 70 percent: a 
due largely, Mr. Chairman, to aa increase in the size of the Army and s ry 
the fact that many of these court-martial cases occurred abroad. re $1 

Most of the other offense groups showed similar increases. 1 6 

Mr. Cievencer. That is why the contemplated average inmate nit 
pepsin is estimated for fiscal year ’55 at 18,700? ‘ 

Mr. Bennert. That is right, sir. That was the amount that was pone 
allowed by this committee in our regular appropriations. We are a 
estimating, however, Mr. Chairman, that our population will be 800 to th 
more than that, or 19,500 for the next fiscal year. aia 

Mr. CLevencer. Are there any questions on this statement? Mr. a) 
Coudert? wi 

Mr. Couprrr. No. 

item. 
SUPPORT OF PRISONERS M 
moni 

Mr. CLevencer. We have an item here for support of United States for t 
prisoners. The request is $500,000, to be derived by transfer from y 
“Salaries and expenses, Immigration and Naturalization Service, M 
1954.” prese 

We will insert pages 12 and 13 of the justifications in the record at M 
this point. (T 

(The material referred to is as follows:) ( 

Support of United States prisoners, Federal Prison System— — 
Supplemental estimate, 1954 
Request for 3 months from Apr. 1, 1954__---- $500, 000 
Obligations through Dec. 31, 1, 393, 520 
Expenditures through Dec. 31, 1953. 860, 752 
Budget estimate next fiscal year_------.......-...-.-..---2-..--.- 2, 500, 000 Octobs 
NOver 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS ion 

This is an uncontrollable appropriation, obligations and payments being required 
in direct relation to the number of Federal offenders boarded in non-Federal —ie 
institutions while awaiting trial or serving sentences of short duration. 

Jail days for the first 7 months of the current year totaled 842,741 as compared \ 
with 729,205 for the same period of last fiscal year, an increase of 15.6 percent N 
Obligations for this period during the current year amounted to $1,632,600 com- N 
pared with $1,411,739 last year, an increase of 15.6 percent. Assuming the \ 
same obligation rate for the second half of the current year as actually experienced r 
in the first half would indicate a total requirement for the year of $2,798,000. + 
However, it is anticipated that jail days will increase in the second half of the N 
year. Past experience has shown that the peak population in Federal institutions \ 
occurs in the second half of the year and the number of prisoners boarded in non- i 
Federal institutions follows this same pattern. Furthermore, because of over- i 
crowding in Federal institutions it has recently become necessary to adopt a . 
policy of leaving in non-Federal jails a good many short-term prisoners who under h 
normal conditions would be transferred to a Federal institution for service of N 


sentence. For these reasons, we are estimating total requirements for the 
current year of $2,975,000, an increase of $500,000 over the amount appropriated. 
Mr. Cievencer. Mr. Bennett, now tell us about this. 
Mr. Bennett. Mr. Chairman and gentlemen, this is the appro- 
priation used for the cost of boarding Federal prisoners in local jails 
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and other non-Federal institutions. There has been an increase, of 
course, in this phase of our activities, the same as there has been for 
our penitentiaries, which we have previously discussed. 

Jail days for the first 7 months of the current year totaled 842,741 as 
compared with 729,205 for the same period last year, an increase of 
15.6 percent. Obligations for the first 7 months this year amounted 
to $1,632,600 compared with $1,411,739 a year ago—an increase of 
15.6 percent. 

If we assumed, Mr. Chairman, the same rate of obligations for the 
remainder of the year which was actually experienced for the first 7 
months, it would indicate a total requirement of $2,798,000. 

In addition, of course, as Mr. Andretta pointed out, we are coming 
to the last portion of the court year, when our commitments increase 
quite rapidly. There is no doubt, Mr. Chairman, that this money 
will be needed. And, of course, if it is not needed, it can be used for 
no other purpose; it reverts to the Treasury. It is an uncontrollable 
item. 

Mr. CLEVENGER. Will you put in the comparative statements of 
month-by-month for the fiscal year 1953, as compared with this year, 
for the record; and through January? 

Mr. BENNETT. Yes, sir. 

Mr. CLevencer. And how much were your obligations in the 
present year through January and how did you arrive at this $500,000? 

Mr. BENNETT. Yes, sir. 

(The material referred to is as follows:) 


Comparative obligations and jail days—Support of United States prisoners 


Fiscal year 1953 Fiseal year 1954 


Month 


| 
Jail days |Obligations} Jail days | Obligations 


105, 801 $178, 173 114, 020 $199, 358 
August......- 103, 799 220, 325 O20 151, 322 
September - 108, 771 201, 572 5, 5 242, 684 
October. 110, 904 183, 319 30, 273, 747 
November 103, 485 167, 994 24: 220, 011 
December... " 97, 554 262, 933 8, 356 306, 398 
January... .. 98, 891 197, 423 125, 379 239, 080 


729, 205 | 1, 411, 739 842, 741 1, 632, 600 


. CLevencer. Any questions, Mr. Coudert? 

. Couprrt. No questions. 

. CLEVENGER. Mr. Bow? 

. Bow. I have no questions. 

. CLevencer. Mr. Coon? 

. Coon. No questions. 

. CLevenGER. And Mr. Rooney? 

. Roongy. No, sir. 

. CLevencer. That finishes the Justice items. 
Mr. Anpretta. Thank you, Mr. Chairman. 
Mr. CLevencER. The committee will recess now until 2 o’clock; 
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Turspay, Marca 16, 1954. 


SALARTES AND Exprenses, GENERAL ADMINISTRATION 


WITNESSES 


8. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN. 
ERAL 
E. R. BUTTS, BUDGET OFFICER, DEPARTMENT OF JUSTICE 


Mr. CLevencer. The subcommittee will take up at this time the 
request of the Department of Justice for an additional amount for 
“Salaries and expenses, general administration,” $165,000 to be de- 
rived by transfer from “Salaries and expenses, Immigration and Na- 
turalization Service,” fiscal year 1954, as set out in Document No. 
351. 

Without objection, the appropriate portion of House Document 35 
and the justification statement will be included in the record. 
(The statement referred to follows:) 


DEPARTMENT OF JUSTICE 


LeGAL ACTIVITIES AND GENERAL 


ADMINISTRATION 


SALARIES AND EXPENSES, GENERAL ADMINISTRATION 

For an additional amount for “Salaries and expenses, general administration,” 
$165,000, to be derived by transfer from “Salaries and expenses, Immigration and 
Naturalization Service,” fiscal year 1954. 


Salaries and expenses, general administration, Justice, 1954 
Expenditures to Jan. 31, 


Budget estimate next fiscal year_ $2, 495, 000 
Employment: 
Average number, current appropriation___...._..-...______- 516 
Average number involved this estimate___..._...__._______- 7 
employment Feb: 518 


1 Ineludes $22,700 transferred from ‘Salaries and expenses, Immigration and Naturalization Service,” 
and excludes $6, 830 transferred to “Salaries and expenses, Bureau of Prisons,’ 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS, OFFICE OF DEPUTY ATTORNEY 
GENERAL——SECURITY PROGRAM 


Executive Order No. 10450, dated April 27, 1953, provides that— 

“Sec. 2. The head of each department and agency of the Government shall be 
responsible for establishing and maintaining within his department or agency an 
effective program to insure that the employment and retention in employment of 
any civilian officer or employee within the department or agency is clearly con- 
sistent with the interests of the national security. 

“Sec. 3 (a). The appointment of each civilian officer or employee in any 
department oi agency of the Government shall be made subject to investigation.” 

n order to carry out the provisions of this Executive order it has been necessary 
to set up a unit in the Office of the Deputy Attorney General, which has been 
functioning since about September 1, 1953. No funds have been made available 
to the Department for this purpose. It is estimated that $15,000 will be needed 
during the rest of the fiscal year 1954 to employ a temporary staff to enable us 
to clean up the backlog of cases to be evaluated by June 30, 1954. 

The greater part of the estimate, namely $150,000, is to reimburse the Federal 
Bureau of Investigation for the cost of investigations over and above those for 
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which it received funds in its regular appropriation. It is estimated that 865 
additional investigations will be required at an average cost of $205 each. 


Mr. CLevenGcer. Do you have a general statement you wish to 
make, Mr. Andretta? 

Mr. Anprerta. You have before you, Mr. Chairman, this request 
for a $165,000 transfer to “Salaries and expenses, general administra- 
tion’ from “Salaries and expenses, Immigration and Naturalization 
Service.” 

The estimate was submitted in accordance with the President’s 
indication in the state of the Union message in which he said that the 
necessary funds should be made available to speed investigations of 
Federal employees under the new security program. 

This transfer before you, if approved, will make it possible for us to 
substantially complete all of the investigations by July 1, 1954, and 
approximately 90 percent of all evaluations will be made by that time 
and certainly all of them by the 1st of September. 

The greater part of the funds, $150,000, asked to be transferred will 
be used to reimburse the Federal Bureau of Investigation for investiga- 
tions and $15,000 will be utilized to put on some temporary help to 
perform services in the way of evaluators so they can speed up the 
evaluation of these investigative reports as soon as they get them. 

At the present time the FBI has, in its regular appropriation, funds 
to cover 3,173 investigations. I might add at this point that the 
FBI funds cover the usual character investigations we make in the 
Department. This is a two-prong program. We make, as a general 
practice in the Department, character investigations of all new em- 
ployees, and also the investigation of persons in sensitive positions*on 
whom we have never had a character investigation and who, possibly, 
have been in the Department for many vears. For example, there is a 
great number in the Immigration Service who have been there for 
some years and we have never had a character investigation of them. 
But in the sensitive positions, we are required, under the order, to 
make a full field investigation of them. 

Now, as we see it, we are going to have by June 30, 1954, 3,298 
investigations and at least the greater part of them are in the Immi- 
gration Service. 

The FBI has a balance under their regular funds that will enable 
them to conduct a balance of 815 investigations. But to do additional 
ones by the Ist of July, it becomes necessary for them to be reimbursed, 
and we estimate they will get an additional 865 investigations between 
now and the Ist of July. 

The average cost is $205 per investigation so that means, if you 
multiply that out, it would be $177,325 that goes to the FBI. But 
that is just an estimate and we think that $150,000 would be enough 
to cover the request of the FBI for investigations. 


TEMPORARY PERSONNEL 


REQUESTED 


Mr. Cievencer. What about this $15,000? That will be needed 
for the fiscal year to employ temporary help? 

Mr. Anpretra. We want to put on some temporary persons to 
go over the reports and make evaluations of them in accordance 
with the Executive order. 
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™ At the present time, I might say, we have 27 persons who are doing 


this work and we have no money to pay them and we get them by a 
detailing people from other parts of the Department. Mr. 
Of the 27, 15 are evaluators. In other words, they are attorneys, (Th 
primarily, who go over these reports very carefully and make an TI 
evaluation of the derogatory information in the report and determine e. - 
whether a person in a sensitive position should or should not be [ 
retained in the service. oa 
The average daily production is about four cases per day per Mr 
evaluator. So with the $15,000 for the last 3 months of the year, we Mr 
feel we can put on some temporary evaluators which will speed up this answ' 
work, and try to close it out by the first of July; or as soon as we can pend 
possibly get it done to conform with the President’s wishes. in Mi 
Mr. CLevenGer. You feel that this amount of money will be Mi 
required to do the job, this $15,000? woe’ 
Mr. ANpRETTA. Yes, sir. dent 
Mr. Cievencer. Any questions, Mr. Rooney? ben 
CASES INVOLVING PERSONS ADVOCATING OVERTHROW OF THE UNITED — 
STATES M 
Mr. Roonny. Mr. Chairman, it appears that the Eisenhower M 
Administration has no intention of giving up their numbers game. how 
On Saturday evening last the Vice President of the United States Hiss 
made a speech in which he said that 422 Government employees’ files any 
showed subversive activities or associations. _M 
Now, the law of the land, as I understand it—this is permanent Tru 
law, and repeated in every appropriation bill for a number of years— lead 
provides that: pros 
Any person who advocates, or who is a member of an organization that advo- gent 
cates, the overthrow of the Government of the United States by force or violence Tru 
and accepts employment the salary or wages for which are paid from any appro- don 
priation or fund contained in this or any other act shall be guilty of a felony and, acti 
upon conviction, shall be fined not more than $1,000 or imprisoned for not more agre 
than 1 year, or both. abo 
This will Le found in section 1209, Public Law 759, 81st Congress. and 
I should like to ask the Department of Justice how many cases it d 
has pending at the moment under this law which makes it a felony to and 
belong to an organization which advocates the overthrow of the ver 
Government of the United States by force or violence? him 


I believe that it has been held that one who belongs to the Commu- 


the 

nist Party is a member of an organization which advocates the over- \ 
throw of the United States Government by force or violence. the 
How many prosecutions have been instituted or are pending under a j 
this provision of law? mis 
Mr. Anprerta. I do not know, but I can get the information for ; 
you, Mr. Rooney. of . 
Mr. Rooney. This appropriation request for the security transfer ] 
would take away a substantial sum of money from the Immigration chs 
and Naturalization Service at a time when we have the deplorable F 
condition along the Mexican border which was pictured to the com- of . 
mittee by the Attorney General and the Assistant Attorney General, FF 


and I was wondering if the Attorney General is familiar with this 
provision of law, which is contained in Public Law 759 of the 81st 
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Congress. If you have found 422 Communists in the Government, 
how many are being prosecuted under this law? 

Mr. AnpretrTa. | do not know the answer to that. 

(The following information was later furnished:) 

The records of the Department do not disclose that any indictments have been 
returned or prosecutions brought under the provisions of this statute. 

Mr. Couprrt. Will the gentleman yield? 

Mr. Rooney. I gladly yield to my friend from New York. 

Mr. Coupert. | would like to suggest to the witness, when he 
answers the gentleman’s questions as to what prosecutions may be 
pending that he indicate what prosecutions may have been instituted 
in any prior years, beginning in 1951. 

Mr. Roonry. A speech broadcast over the radio and _ television 
was widely publicized on Saturday evening in which the Vice Presi- 
dent of the United States claimed that there were found 422 sub- 
versives or associates of subversives. I think that Attorney General 
Brownell should explain how many of those 422 are being prosecuted 
under the provisions of this Public Law 759 of the 81st Congress. 

Mr. Coupvert. Will the gentleman further yield? 

Mr. Rooney. Certainly. 

Mr. Coupert. I think the Attorney General might again explain 
how it was that during an earlier administration Dexter White and 
Hiss remained in Government service without being prosecuted by 
any agency of the Government. 

Mr. Rooney. I thought that Alger Hiss was prosecuted by the 
Truman administration. If I recall directly, the 10 Communist 
leaders in New York and the Rosenbergs were investigated and 
prosecuted under the Truman administration. I could give the 
gentlemen other cases. Aside from the Detroit cases started in the 
Truman administration, I do not know what this administration has 
done to prosecute people who are engaged, they say, in subversive 
activities. If there are any so engaged, I am sure the gentleman will 
agree with me that they should be prosecuted. Let’s just don’t talk 
about it for political purposes. Let’s get them out of the Government 
and prosecute them if there are any. 

Mr. Coupert. I will agree with the gentleman’s last observation 
and I think if the member of the gentleman’s party would follow that 
very wise counsel, we would be much better off, but let me remind 
him again that the prosecution of Mr. Alger Hiss was the product of 
the investigation of the Committee of the House of Representatives. 

Mr. Rooney. I am inclined to agree with the gentleman, but never- 
theless he was prosecuted under the Truman administration, tried by 
a jury and convicted as were any number of others the gentleman 
might refer to. 

Now, Mr. Andretta, how much has been spent by the Department 
of Justice in investigating possible security risks in the Department? 

Mr. Anprerra. We spent no money outside the regular money for 
character investigations. 

As I pointed out earlier, the person who comes into the Department 
of Justice—we have always done that for many, many years, and the 
FBI has funds to make character investigations for all employees. 

So we have never received any additional funds to carry out this 
security program. These are the first funds now that are being made 
available, if they are made available, for that purpose. 
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Mr. Roonny. | suppose the Department of Justice has sufficien: 
personnel on hand to determine whether or not they had a security 
risk in the Department of Justice. , 

Mr. Couperr. Would the gentleman from New York yield to me 
again? 

Mr. Rooney. I always gladly yield to my friend from New York 

Mr. Couprrr. Before we complete the discussion of the subject of 
prosecution, which my friend, Mr. Rooney, brought up a few moments 
ago, my attention has just been called by my good friend from Oregon, 
Mr. Coon, that Martin Dies declared on the floor of the House a few 
days ago that in 1941 he turned over a list of 1,124 known Communists, 
affiliates with Communist organizations, to the administration. 
including the names of Hiss and White. 

I ask the witness whether, when he provided the information, 
in answer to Mr. Rooney’s question, that he will also include infor- 
mation as to which of those 1,124 were prosecuted by the early admin- 
istration in any way, shape, or form. 

(Note: The information requested will be supplied the com- 
mittee.) 

Mr. CLevencer. Thank you, gentlemen, 


DEPARTMENT OF COMMERCE 


Marcu 10, 1954. 
Maritime Activities 


WITNESSES 


ROBERT V. MURRAY, JR., UNDER SECRETARY FOR TRANSPORTA- 
TION 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 
THOMAS E. STAKEM, ACTING DEPUTY MARITIME ADMINISTRATOR 
LEONARD F. NICHOLS, ACTING BUDGET OFFICER 
OPERATING DIFFERENTIAL SUBSIDIES 
Mr. Cievencer. The committee will come to order for the con- 
sideration of items for the Department of Commerce. : 
The first one is “Maritime activities.’ The operating differential 
subsidy request is $29,500,000. 
At this point we will place page 10 of House Document 330 in the 
record, and also pages 2, 3, 4, and 5 of the justifications. 
(The material referrred to is as follows:) 


MARITIME ACTIVITIES 
OPERATING-DIFFERENTIAL SUBSIDIES 


For an additional amount for ‘‘Operating-differential subsidies”’, 
$29,500,000, to remain available until expended. 


An additional amount of $29,500,000 is required to pey operating-differential 
subsidy bills presented by ship operators in the fiscal year 1954 under existing 
contracts. he $55 million appropriated for this purpose was exhausted in 


January. The current outlook is for requirements of at least $84,500,000 in this 


fiscal year. Unpaid bills now in hand total over $12 million. 
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Operating-differential subsidies, maritime activities, Department of Commerce— 
Supplemental estimate 


| Presently | Revised | 
Amounts available for obligation available, | estimate, Difference 
1954 1954 


Appropriations, fiscal year 1954_____ | $55,000,000 | $84, 500,000 | +$29, 500, 000 
Prior year balance available Ee 2, 065, 554 | 
57,065,554 | 86, 565,554 | +29, 500, 000 


| 
OBLIGATIONS BY ACTIVITIES 


86, 565,554 | +29, 500, 000 


Operating-differential subsidies... 57, 065, 554 | 
| 


OBLIGATIONS BY OBJECTS 


11 Grants, subsidies, and contributions.___._..__...____- > 57, 065, 554 86, 565,554 | +29, £00,000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Funds made available under this appropriation are for the purpose of paying 
amounts due the subsidized operators under the terms of existing contracts. 
Fund authority is not used to ineur new obligations, but to make payments 
against existing obligations. 

Domestic costs of subsidizable items of each operator are multiplied by the 
subsidy rates for each item approved by the Board for each calendar year. This 
establishes the amount of subsidy accrual (Government’s contingent liability). 
The subsidies payable are determined by deducting from the subsidy accruals the 
estimated Government’s share of the recapturable profits—50 percent of all 
profits in excess of 10 percent of the capital necessarily employed, which is with- 
held from payment. 

Advance payments can be made up to 75 percent of the subsidy accrual, or 
90 percent of the subsidy payable, whichever is the lesser. The final 10 percent 
can be made only after all rates for subsidizable items have been approved for 
any calendar year and the final audit of the operators’ records for that year has 
been completed. 

The need for the supplemental appropriation at this time arises from the progress 
made in the establishment of subsidy rates which makes possible payments of 
amounts due on a more nearly current basis. In past years it has been impossible 
to make adequate payment of amounts due the operators because final subsidy 
rates were not established. With the approval of final rates for most items it is 
now possible to not only make payments due for prior years but also to make pay- 
ments for current operations as they become due. 

Appropriations for this purpose in the past have been geared primarily to the 
ability of the Administration to process vouchers for payment. It has been 
recognized that the amounts appropriated were not adequate to cover the sub- 
sidies earned and that additional funds would be required as the rate of processing 
vouchers was increased. 

The methods used in computing subsidy earned were discussed in detail in con- 
nection with the House subcommittee hearings on the 1955 budget estimate. It 
was indicated at that time that total cash requirements in fiscal 1954 would be 
approximately $85,500,000 and that a supplemental appropriation in 1954 would 
be required, 


JUSTIFICATION 


This supplemental appropriation is required to pay vouchers for operating- 
differential subsidies on the basis of tentative rates for calendar year 1953 which 
are the most current approved rates and for the postwar period January 1, 1947 
through December 31, 1952, as a result of the establishment of final rates for some 
of these calendar years. 
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Cash. position as of Jan. 31, 1954 


Expenditures through Jan. 31, 1954 -....-..------------------ 55, 816, 372 
Balance averable Peli. 1054. 139, 676 
Vouchers on hand: 
For 3d quarter, calendar year 1953__.__...... $5, 741, 800 
For 4th quarter, calendar year 1953_.....__-_- 8, 488, 700 
For calendar years 1947-52__........-------- 6, 691, 000 
20, 921, 500 


The following items provide the basis for the computation of the total estimated 
requirements for fiscal year 1954: 


Payments made July 1, 1953, through Jan. 31, 1954: 


Vouchers paid for subsidy payable calendar years 1947-52____ $15, 537, 420 
Vouchers paid for subsidy payable calendar year 1953_.__-__- 40, 278, 952 
Total onde sng fiscal year 1954 through Jan. 1, 1954__._-- 55, 816, 372 
Vouchers on hand Jan. 31, 1954: 
For calendar years 1947-52. ....-...........- $6, 691, 000 
For 3d quarter calendar year 1953_........--- 5, 741, 800 
For 4th quarter calendar year 1953___-_---__- 8, 488, 700 
Estimated amount required for vouchers to be sub- 
mitted for 4th quarter, calendar year 1953 ___-_- 8, 718, 176 


29, 639, 676 


The estimate for the fourth quarter of calendar year 1953 is based on actual 
vouchers or known requirements for the fourth quarter of the calendar year. 


Calculation of 1954 supplemental request 


Estimated cash requirements... $85, 456, 048 
Amount carried over from 1953____._._._._--_- $956, 048 
Regular appropriation 1954____.___._..._____-- 20, 000, 000 
Supplemental Appropriation Act, 1954________-_- 35, 000, 000 

55, 956, 048 


The estimated cash requirements make no provision for the following: (1) 
Payment of any subsidy earned subsequent to December 31, 1953, since previous 
experience indicates a lag of approximately 6 months in processing payments; 
(2) funds which may be required due to the approval of higher subsidy rates for 
years subsequent to 1951 which may be sugared at any time during the remainder 
of fiscal year 1954, but which have not as yet been approved; (3) payment of any 
subsidy payable for subsidizable insurance cost; (it is estimated that rates for 
insurance items will be established before the end of fiscal 1954, but none have 
been established as of this date); and (4) the making of the 10-percent final pay- 
ments to the various operators upon certification of final accountings and audit 
by the Comptroller’s Office for each calendar year upon which final rates for all 
subsidizable items will have been approved. 


Mr. CLevenGeEr. Is there some general statement you wish to 
make? 

Mr. Murray. I would like to make an overall statement for the 
four requests we have, concentrating on the maritime request. 

Mr. CLevencer. You may. 

Mr. Murray. The Department of Commerce is asking for supple- 
mental appropriations for 3 items in the Department and requesting 
a language revision on 1 other item. 

We are requesting an amount of $34,541 to cover condemnation 
proceedings which were initiated by the Government in June of 1951, 
in connection with the proposed Burke Airport, and the Administrator 
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of Civil Aeronautics Administration will be here later on today to 
discuss that item with you. 

We are also requesting a supplemental appropriation of $65 million 
for the Bureau of Public Roads; in the original budgetary request for 
fiscal 1954 the Department requested an appropriation of $540 million 
to cover payments during fiscal 1954 to the States. 

The Congress allowed $475 million for that purpose. 

The funds which are in the hands of the Bureau of Public Roads 
will be exhausted on approximately May 10 and there will be bills 
in from the States in the remainder of the fiscal year which will 
necessitate an additional $65 million, bringing the overall amount for 
fiscal 1954 up to $540 million. 

The Commissioner of Public Roads will be here, as you know, later 
on, to give you the details on that $65 million. 

We are requesting a supplemental appropriation of $29,500,000 
to cover maritime operating subsidies. 

I would like to go into that in considerable detail, if I may, by 
reason of the fact that the Administrator of the Maritime Adminis- 
tration is at Kings Point today meeting with the Visiting Board, 
a meeting which was set up some weeks ago. 

Mr. CLtevencer. That is the item presently before us, for consider- 
ation. 

. Mr. Murray. Yes. 

When we appeared before this subcommittee on January 12, 1954 
we stated that continuing sizable payments for operating differential 
subsidies will be required at least for the immediate future, for the 
following reasons: 

First, the very definite and satisfying progress that has been made 
in cleaning up one of the most pressing backlog problems that faced 
the new administration. 


BACKLOG 


OF RATE CALCULATIONS 


This problem consisted of a sizable backlog of rate calculations for 
prior years which had developed over a period of nearly 7 years. 
This backlog developed because procedures utilized by the former 
Maritime Commission for the calculation of subsidy rates, which 
serve as a basis for making subsidy payments, were found to be faulty 
and unacceptable to the General Accounting Office. 

The Commission was directed to completely recalculate all of its 
rates, but had not done so by the time it was abolished under Reor- 
ganization Plan No. 21 of May 24, 1950. 

This task then fell to the Maritime Administration which was 
established under the reorganization plan, and progressive liquidation 
of the backlog has been under way ever since. 

For this reason, the Maritime Administration and its predecessor 


_ agency, the United States Maritime Commission, were unable to 


make requests of the Congress for funds to adequately meet obliga- 
tions for these back years. 

Furthermore, although limited funds were appropriated annually 
from 1947 on, a considerable portion of required payments that 
should have been made in those years could not be made, and part of 
the money which had been appropriated in those years reverted to the 
Treasury. 


72 
7 
00 
24) 
ted 
120 
)52 
— 
72 
76 
48 
lal 
18 
is 
y 
e 
t 
ll 
) 


234 


We are now well along the way of liquidating this rate calculation 
backlog. The final establishment of rates for these prior years and 
more current years is now providing the basis upon which both back- 
logged and more nearly current payments to the subsidized operators 
can be made. 

Another factor contributing to the increase in the size of payments 
is due to the current economic condition of the maritime industry, 
which has resulted in reductions in the estimated amount of recapture 
that was previously estimated could be made, based upon a more 
favorable cumulative profit situation, which had existed up until cal- 
endar year 1953. 

At the time we estimated our payment requirements for operating 
differential subsidies for fiscal year 1954, we concluded that approxi- 
mately $84,500,000 would be required. 

We requested from the Bureau of the Budget at that time $75 mil- 
lion. That amount was scaled down by the Bureau of the Budget to 
oe ane, and subsequently was reduced by the Congress to $20 
million. 

A previous supplemental request of $35 million was asked for in the 
first session of this Congress and was approved. 

So that the amount which we are asking in this supplemental re- 
quest, $29,500,000, which represe its vouchers that are now on hand 
for payment, added to the amount of $55 million, already appropriated; 
and which has been entirely expended, supports the original calcula- 
tion of $84% million. 


SUBSIDY PAYMENTS 


Mr. Couperr. Can the witness state how much of the $85 million 
total requested for the year represents payments on account of the 
years 1947-54? 

Mr. Murray. Mr. Coudert, I am about to go into the figures which 
I think will answer that. There has always been so much confusion 
about the figures I must say that they confused me, too. 

I think we have them arranged in the clearest possible way to give 
you the picture as it exists with that which is current and that which 
represents arrearages. 

For the period July 1, 1953, through January 31, 1954, we paid 
operating differential subsidy vouchers in a total amount of $55,- 
816,372, which left only $139,676 available as of that date for any 
vouchers that would be submitted or were then on hand. 

Of this amount paid, $40,278,952 was applicable to the first three 
quarters of calendar year 1953 and $15,537,420 applied to prior years. 

As of March 5, 1954, we have additional vouchers on hand totaling 
$29,924,963. These vouchers provide for payments approximately 
as follows: $7,600,608, back payments for the calendar years 1947 
through 1952; $4,989,237, applicable to the third quarter of calendar 
year 1953; and $17,335,118, applicable to the fourth quarter of calendar 
year 1953. 

: In other words, of the overall amount which we will be able to pay 
out if supplemental appropriation is granted, of the $84% million, 
roughly $23 million of that will be applied to the back years. 

Mr. Roonny. That would be $23 million of the $84 million? 

Mr. Murray. That is correct. 
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On the basis of a total payment of $84,500,000 in fiscal year 1954, 
there would still remain unpaid approximately $47 million applicable 
against calendar years 1947 through 1952. 

The previously submitted budget estimate for fiscal year 1955 
provided for payment of this $47 million as follows: $33,500,000 in 
fiscal year 1955, and the balance of $13,500,000 in periods subsequent 
to fiscal year 1955. 

Mr. Coupert. Then what is the current rate on an annual basis 
of these subsidies? Do we subtract the $33 million from the 
$84,500,000? 

Mr. Murray. No, it would be roughly about $69 million. 

Mr. Coupert. $69 million being the a aual accrual? 

Mr. Murray. As far as you can tell. You snderstand, it depends 
on the recapture and the profit situation. 

But as far as it can be estimated it would run approximately $69 
million. 

Mr. Srakem. That would not be accrual. That would be payable. 

Mr. Covuperr. Currently payable on the basis of current contracts. 

Mr. Stakem. That is right. 

Mr. Covupert. Ending during whatever the most recent period for 
which we paid? 

Mr. Stakem. That is right. 

Mr. Murray. It should be noted that whereas at the time the 
budget estimate was developed it appeared that $84,500,000 would be 
adequate to meet payments that could be made in fiscal year 1954, 
this estimate in all likelihood could now be exceeded for the following 
reasons: 

First, vouchers most currently being submitted by the various 
operators are reflecting quarterly increases. These increases are 
attributable to the use of more current subsidy rates, billing for items 
for which no rates were previously established, and lesser recapture 
than was estimated in the budget due to declining profits during 
the past calendar year. 

This is most clearly demonstrated in the rising quarterly payments 
already made, or requiring payment for calendar year 1953. These 
payments are as follows: 


This indicates the extent to which these conditions can influence 
quarterly payments. 

Mr. Coupert. Does that affect solely the matter of recapture, or 
does that affect the volume of trade or the difference in the number 
of voyages? 

Mr. Sraxem. That reflects three things. It reflects the amount 
that would be payable based upon voyages in that quarter. 

Second, it would cover the recapture or dipback against the recap- 
ture by reason of lost revenue. 

Third, it would represent a forward billing on revised rates if there 
were any revised rates for that particular operator during the period. 

Mr. Murray. The first reason for the increase is the smaller recap- 
ture which we are running into at this point. 
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, Second, the progress made in liquidating the rate backlog is exceed- 
our previous assumptions. 

"Ser example, it had previously been assumed that operating dif- 

ferential subsidy rates for insurance would probably not be com- 

pleted before the end of fiscal year 1954, which would have made it 

impossible to make any insurance payments for these back years in 

this current fiscal year. 

At the present time rates have already been approved by the Fed- 
eral Maritime Board for insurance for some of the operators for 
calendar years 1949, 1950, and 1951, which will permit payments 
against this item for these 3 years as soon as contracts can be amended 
to incorporate these rates and vouchers can be transmitted. 

Third, at the time the 1954 estimated payment was calculated, it 
was assumed that there would be approximately a 6-month lag 
between the end of a quarter and date of processing vouchers for 
payment. 

Due to the tight cash position of a number of these operators, 
vouchers are coming in much quicker than had previously been the 
practice and we are now in a position to process vouchers with little 
more than a 3-month lag. 

On the basis of the estimated fourth quarter calendar year 1953 
payment, it would appear that we could be in a position to pay an 
additional $19,500,000 over and above the $84,500,000 by about June 
1 of this calendar year. 

Since this is so very close to the end of the fiscal year, this amount 
could, of course, be paid out of 1955 appropriations after July 1. 


DEFICIENCY IN 1955 


Mr. Couprrt. Does that mean that you will expect to come in 
with a deficiency of another $19 million in the next fiscal year, 1955? 

Mr. Murray. I think it will mean that we will come in for an 
amount of at least the difference between what we requested and that 
which the Congress gave us in the appropriation bill which you have 
before you. 

Mr. CLevenGeR. Do we pay interest on these amounts? 

Mr. Murray. No. 

Mr. CLevenGeER. I cannot help but express some amazement at the 
fact that a year ago before you hardly had your chairs warm down 
there, and hen ou had your budget item of $20 million for this item 


in the budget—that before you were there, as I said, and warmed up 
the furniture, you were willing to pay 3 or 4 times that much. 


DISBURSEMENTS AND SUBSIDY RATES 


Now, that excited my curiosity. I tell you what I want because 
this is not going to be easy to sell to the House of Representatives. 
I want a table showing who got the]$55,816,372 that has been dis- 
bursed prior to January 31. 

Then I want a table showing who will receive the amount for 
which you are asking for the balance of this fiscal year—the amounts, 
the companies, and for what time. 

I want it furnished for this record. I also want the average cost 
of subsidy per voyage, plainly set forth here. 
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Also, what is the highest cost in subsidy for any one voyage? 
What line and what ship? And why are higher subsidy rates under 
consideration? I want you to explain that. 

Mr. Murray. We will supply the additional information, but I 
have here the vouchers that were paid in fiscal year 1954—to January 
31, 1954—broken down by the companies. 
(The information referred to is as follows:) 


Statement of operating-differential subsidy paid during the period July 1, 1953, and 
Jan. 31, 1954, and vouchers on hand Mar. 5, 1954, awaiting payment 


Vouchers on 
Actual amount} hand Mar. 5, 
paid from 1954, awaiting 

July 1, 1953- | payment from} 
Jan. 31, 1954 | supplemental 

request 


Calendar year: 
1948 


56, 858. 20 6, 964. 00 
107, 014. 04 14, 549. 00 
116, 127. 76 98, 765. 00 

99, 243. 95 42, 810. 00 


4th quarter 2, 051, 970. 00 
American Mail Line, 1, 689, 065. 27 1, 473, 236. 00 


Calendar year: 
1950. 


625, 997.00 |........-...--.. 
571, 684. 00 

901, 552. 00 


5, 146, 789.89 | 7, 019, 173.00 


461, 591. 09 111, 828.00 
753, 404. 43 825, 054. 00 
225, 530. 63 424, 571.00 
2, 451, 689. 00 
759, 635. 00 
111, 224. 


1, 024, 768. 00 
1, 219, 161. 00 


159, 842. 62 196, 152. 
889, 345. 62 99, 1 


837, 733. 00 |...-...- 
772, 896. 58 


1,977, 170.04 | 1,303, 772. 00 
Calendar year 1953: 

2d quarter. 967, 688. 00 | 
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Statement of operating-differential subsidy 
Jan. 31, 1954, and vouchers on hand J 


aid during the period July 1, 1958, an 
ar. 5, 1954, awaiting paymeni—Con. 


| Actual amount | hand Mar. 5 


paid from 

July 1, 1953- 
Jan. 31, 1954 
| 


Lykes "ros. Steamship Co,, Inc. __- 


Calendar year: 
1951 


19. 
19% 


Ist quarter. 
2d quarter 

3d quarter. A 
4th quarter____. 


Mississippi Shipping Co., Inc____- 


Caleudar year: 
1949. __ 

1950__ 

1951.... 

1952... 

1953: 

Ist quarter____ 
2d quarter 

3d quarter... 
4th quarter ___ 


Moore-McCormack Lines, Inc 


Calendar year: 
1949__. 


Ist quarter_._. 
2d quarter 
3d quarter. _ 
4th quarter. 


New York & Cuba Mail Steamship Co_ 


Ist quarter... 
2d 
3d 


Oceanic Steamship Co 


Calendar year: 


1952 


3d quarter 
4th quarter 


1953: 


$6, 929, 717. 99 


252, 262. 48 | 


2, 620, 785. 40 


2, 051, 138, 11 | 


| 2, 005, 532. 00 


| 3,270,997. 51 


25, 797. 72 
32, 996. 98 
58, 471. 89 
88, 744. 91 
631, 320. 18 


| 1, 160, 064. 00 
1, 273, 601. 83 


186, 985. 36 


} 723, 


121, 182. 8 


239. 71 


| 1, 160; 921: 60 


| 2, 589, 192. 26 
| 1, 806, 112. 00 
| 2) 842) 735. 00 


262, 318. 00 | 


| 


Vouchers on 


1954, awaiting 

payment from 
| supplemental 
| request 


| $4, 091, 590. 00 


| 


2, 326, 955. 0 
1, 764, 635. 0 


910, 187. 00 


910, 187. 00 


2, 652, 518, 00 


2, 652, 518. 00 


354, 111. 00 


“336, 329. 00 


$98, 690. 00 


264, 417. 33 
63, 056. 69 
177, 618. 54 
181, 727.00 


Statem 
Jan. 


Pacific I 
Cale 


Pacific 
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669. 08 | 336, 329. 00 
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Statement of operating-differential subsidy paid during the period July 1, 1958, and 
Jan. 31, 1954, and vouchers on hand Mar. 5, 1954, awaiting payment—-Con 


Vouchers on 

Actual amount | hand Mar. 5, 
paid from 1954, awaiting 
July 1, 1953- payment from 
Jan. 31, 1954 supplement ®l 


( lest 
request 


Pacific Far East Line, $767, 293. 98 $343, 247.00 


Calendar year 1953: 


Pacifie Transport Lines, Inc.! 


2, 029, 386. 97 1, 189, 712. 00 


Ist quarter 
2d quarter 
3d quarter__- 
4th quarter 


414, 313. 00 


12,097, 768. 10 6, 836, 605. 00 


Calendar year: 

1953: | 


29, 924, 963. 00 


1 No vouchers submitted by this company up to this time. 


Explanation concerning average voyage costs,‘ fiscal year 1952 


(Results on calendar year 1953 not yet available) 


Subsidizable costs of subsidized operators__.._.........-..-_-_- $168, 120, 000 


Estimeted subsidy payable... 61, 123, 000 
Average number of days per voyage. 65. 1 
Average per Aberage per 
voyage voyage-day 
Estimated subsidy 45, 478 699 


! Average costs per voyage-day are suggested as being more meaningful than costs per voyage, as estimated 
costs per voyage will widely vary by operator and service in view of the fact that in 1 service a voyage 
may be 14days. In another service it ywill run as high as 137 days; for example, in the round-the-world 
service, 
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ing average voyage costs ' fiscal year 1952—Continued 


The highest estimated cost of subsidy per voyage is that for the superliner, the 
steamship United States of the United States Lines. In calendar year 1952, for 
11 voyages the results are as follows: 


payable. 2, 491, 204 


175 
Average number of days per voyage__..-.-.---_---.-----.--___e 15.9 


Aberage per 
voyage-day 


BASIC PRINCIPLES OF THE OPERATING-DIFFERENTIAL SUBSIDY PROGRAM AND 
UNDERLYING REASONS FOR ANNUAL REVIEW OF RATES 


Under authority of title VI of the Merchant Marine Act, 1936, as amended, 
operating-differential subsidies may be paid to United States citizens operating 
vessels in the foreign commerce of the United States on essential routes, services 
and/or lines. The operating-differential subsidy is intended (a) to meet the dis- 
parity in operating costs of the United States-flag operator and foreign-flag com- 
petitors operating over the same essential trade routes; (b) to provide a schedule 
of voyages sufficient to carry a substantial portion of the cargo and passengers 
moving over essential foreign services that otherwise would not move in United 
States-flag vessels; and (c) to provide for the replacement of obsolete vessels 
suitable to conversion as naval auxiliaries or otherwise useful to the United States 
in time of emergency. Such replacements are intended to be assured by the 
requirement of the operating-differential subsidy contracts that the amounts of 
annual depreciation of subsidized vessels be deposited to capital reserve funds. 

The items of operating cost eligible for subsidy are the wages and subsistence of 
officers and crews; voyage stores, supplies and expendable equipment; maintenance 
(upkeep) and repairs (not compensated by insurance); insurance; and any other 
items of expense in which the Federal Maritime Board finds and determines that 
the operator is at a substantial disadvantage in competition with foreign operators. 

The differentials in costs (weighted by the degree of competition offered by 
the respective foreign competitors) are expressed in the form of percentages 
indicating the excess of the United States costs over the foreign costs, and such 
percentages are known as operating-differential subsidy rates. Subsidy rates for 
expenses, mentioned above, are computed for the three major types of ships, i. e., 
cargo, combination passenger/cargo and passenger. Separate rates are computed 
for each major type of vessel operated in each service on each trade route. The 
payment of subsidy is based upon the application of these rates to the eligible 
expenditures of the operator. 

These rates are subject to annual review and redetermination to give effect 
to changes and variations in the disparity between American and foreign costs 
and changing foreign-flag competition. This may mean increases in subsidy rates 
if actual conditions warrant, but it may also mean that rates could decrease 
between years if such decrease would properly reflect conditions existing in the 
year involved. 

While it is true that there has been a steady rise in the disparity between 
American and foreign costs, insofar as wages are concerned, the rise in other 
items of subsidizable expense has not been anywhere near as great and in the 
most recent years for which rates have been completed there have been instances 
where the Federal Maritime Board has approved a negative rate for a particular 
item. Under these conditions not only is no subsidy paid but the advantage on 
the part of the American operator is used as an offset against other items on which 
he is at a disadvantage. 
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FUTURE PLANS FOR PROGRAM 


Mr. CLevencmr. There have been some industry men that have 
come up to me. They give me the news that as we lose our place 
across the various trade routes that a subsidy item will automatically 
increase. 

Do you have any idea how much it will increase, what the overall 
figure would be if they didn’t make any money? 

Are we to make good all their losses in operating ships? Do we 
support the whole bailiwick? 

Mr. Murray. I would like to make clear one thing. 

Mr. CLevencer. Make clear all things. 

Mr. Murray. The administration carries out the laws that are on 
the books. It is obvious that we don’t write them. We are adminis- 
tering the act as it has been written. 

Now, if the Congress changes the act, the administration then has 
the responsibility of changing its administrative procedures. 

Mr. CLEVENGER. Some of these are 10- and 12-year contracts, 
aren’t they? Are you going to make some more of them like those 
made in the emergency of war when these things were made under 
the gun? Are you going to agree to pay them an extension for another 
10 or 12 years on these ships? 

If you are, how do you expect me to defend it on the floor of the 
House? 

Maybe some legislation is called for and required. You must have 
a number of carriers that are operating without subsidies and hauling 
freight; have you not? 

Mr. Sraxkem. Yes, there are. 

Mr. Cievencer. [ might as well tell you, to be frank about it, 
there is a suspicion that you have a bunch of fat cats that are overfed 
out of the Public Treasury. That is why I want this thing spelled 
out and I want it plain. 

Mr. Murray. I would also like to comment on the fact that both 
the House Merchant Marine and Fisheries Committee and the 
Senate Committee on Interstate and Foreign Commerce, conducted 
hearings over the past year during the period the Congress was in 
adjournment. 

I know that they are considering legislation, but I think it would be 
safe to say that neither committee has before it any thoughts that 
would in any way appreciably change the financial situation that we 
are going to have to confront in the merchant marine. 

M. . CLEVENGER. How much of that $49 million has budget clear- 
ance? 

Mr. Murray. The $29,500,000 item does have budgetary clearance 
and the $85 million we requested for fiscal year 1955 has been cleared 
with the budget, of course, of which this $19 million would be a part. 

Mr. CuevenGer. If we have a bunch of fat kitties that are feeding 
at the public trough, it may be that that is too much of a price to pay 
for the kind of merchant marine we are getting. Many of these con- 
tracts may be labor contracts and need a new look at them. 

When we make some inquiries around here it is common to find 
that ap able-bodied seaman often gets more on a merchant ship than 
a master on a foreign ship that is competing with our merchant marine. 
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How far do we want to go in that? Do we want all this port pay 
and all the contracts made with the Seaman’s Union during the period 
of the war when we consummated them? Do you want to continue 
them for another 10 or 12 years? 

We had better take a look. Frankly, I don’t think the House of 
Representatives will stand for it. 

Mr. Murray. Mr. Chairman, the only thing that I can say about 
that is that these are contracts which have been entered into. These 
represent vouchers that are in, 

Mr. CLevENGER. Strangely enough, we seem to be willing to pay 
them all of a sudden when past Congresses have piled them up and 
accrued them. 

Mr. Murray. Unfortunately, I am afraid that this is one of those 
cases where efficiency may get in your way. The difficulty has been 
up to this point that the mechanics were not set up for the payment: 
as ‘ie know, they have been going along about $20 million a year 
anc 

Mr. CLevencer. There seemed to be a reluctance in clearing them 
and paying them; did there not? 

Mr. Murray. I don’t know. 

Mr. CLevencer. What would you think if you were in my place 
on this side of the table? 

We do not know now what kind of contracts the merchant marine 
is presently making. If the administration is not advised of this 
danger in entering into a lot of these long-time contracts on a wartime 
basis, somebody ought to apprise them of it because the House of 
Representatives certainly will. 

Mr. Murray. Mr. Chairman, any information anyone wants, they 
certainly may have. Your associates on the House Marine and 
Fisheries Committee have been on top of this problem right straight 
through. Any information we can’t give you, Mr. Allen or Mr. 
Tollefson could furnish. 

I don’t know any problem that causes more concern, either, from 
the standpoint of the House committee, or from our own standpoint, 
than this shipping situation. 

However, there is no question but that a wide disparity does exist 
between the cost of operating American ships and European ships, 
the main item being that of wages, of course. And as that disparity 
increases or even if it just holds its own and as the recapture provisions 
— decreasing we have just got to accommodate ourselves to the 

Mr. Cievencer. Do you think we have, or had we better have a 
look at our merchant marine? If a small operator can operate and 
make money without being subsidized, why does not it call for a look 
at the sort of contract that these fat cats are making? I mean these 
12 or 13 big shipping companies that get most of this money? 

Mr. Murray. As you know, I think that would be very difficult 
to prove, but I don’t believe that any of the subsidized lines are in 
any position where they could be characterized as fat cats. Their 
vouchers are looked over very carefully. 

Mr. CLevencer. Strange, Mr. Truman and his administration did 
not have over $20 million worth of sympathy with them when they 
made up the budget for 1954. Yet they were his babies. 
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Mr. Murray. As a matter of fact, as you know, they didn’t even 
pay out the $20 million each of the years because they didn’t get their 
youchers processed. 

I certainly am not happy about coming down here and asking for 
funds which are way in excess of anything that has been asked for 
before. 

Mr. CLevencsr. They will be several times in excess of the $20 
million asked here in 2 fiscal years. 

Mr. Murray. I think the situation is going to get worse, rather 
than better. 

Mr. Cieveneer. Then I think it is high time somebody did some- 
thing about it. I do not know of any other business in the world that 
is operating under that sort of guaranties. 

Mr. Couperr. Mr. Secretary, do you h:ppen to know how large 
a part subsidies play in the financial results of the operations of these 
companies? 

Mr. Murray. We can give you that information because we have 
it. I don’t have it with me today. 

Mr. Coupmrt. I think you gave it to us in the regular hearings. 
I think it would be interesting to bring that up to date. 

Mr. Murray. We can show the position of the companies. 

Mr. Coupsrr. The sort of thing I think is interesting to anyone 
who examines this objectively is what are the earnings of the line 
before and after subsidy. 

In other words, what were the gross receipts before subsidy? Why 
was the subsidy necessary? What was the deficit before the subsidy? 

(The material referred to will be furnished to the committee.) 

Mr. CLeveneer. And some information if they are still making 
these extra port of call payments of wages like they did during the war. 

I suppose the contracts are entered into and they are running and 
we are still paymg. Many times a naval guard serves for just his 
enlisted pay while a merchant seaman comes home with many hundred 
dollars worth of pay from a voyage, various port pay he got from 
making stops. Is that still going on in back of this subsidy proposition? 

Mr. Srakxem. | think you are mentioning area bonus. That is 
not going on. 

Mr. Murray. That has been discontinued. 

Mr. CtevenGcsr. Then I would like assurance so I can tell people 
that is the case. 

Mr. Coupsrt. I take it that your Department has been considering 
this problem with the greatest care. 

Have you any proposal or program for modification of the subsidy 
aw? 

Mr. Murray. We are going to appear before the Senate Committee 
on Interstate and Foreign Commerce. We have been in this thing 
fora year. I think we have tried every conceivable alternative. 

Any of the alternatives really represent very, very small figures. 


EFFECT OF ALLOWING AMERICAN-OWNED SHIPS TO OPERATE UNDER 
FOREIGN FLAGS 


Mr. Covuperr. If it were not required that American-owned ships 
fly the American flag, would that make a great difference in the cost 
of operation and, therefore, the subsidy cost? 
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Mr. Murray. Obviously, if the Congress were to go to the extent ify 
of putting the merchant marine under foreign flags, there would be fg 'S°l¥ 
a major readjustment in the cost to the Government. it 1st 

Mr. Covuprert. You mean a readjustment downward? Mr. 

Mr. Murray. A very major readjustment downward, because the might 
major basis is the disparity between the wages of our American seamen Mr. 
and those of the foreign service. Mr. 

Mr. Coupert. Is there anything in the act that requires an fp ‘83 
American-owned ship to fly the American flag, except to make it _Mr 
eligible for subsidy payments? on. 

r. SrakeM. Section 2 of the 1916 act spells out the kind of opera- Mr 
tion which can be performed by the owner of an American ship and under 
it spells out the administration which is exercised by the Treasury _ Mr 
Department and by Commerce Department in determining whether J "VO" 
a company can document a ship under the American flag. sidizi 

Mr. Couprrt. These 16 lines that are getting subsidies, is there any _ Mr 
obligation, any legal obligation upon them to have their ships regis- dls 
tered under the American flag, or are they free to forego the subsidy Lakes 
and fly the Panamanian flag, or some other flag? know 

Mr. Sraxem. There is a provision in the 1936 Merchant Marine Cana 
Act that if the Government breaches the subsidy contract, the ship- It. 
ping company has the privilege of transferring the ship to a foreign pone 

ag. 

Nr. Covupett. The answer, I take it, is that they are free now to Te 
fly any flag they want? M1 

Mr. Srakem. American flag operators are required to get the ap- rates 
proval of the Maritime Administration in order to transfer their ships keep 
to foreign flag. This approval is granted under sections 9 and 37 of Mi 
the 1916 act. The subsidy operators are, however, in a different posi- on th 
tion by reason of section 611 of the 1936 act. forel 

Mr. Murray. The Maritime Board may grant permission? they 

Mr. Coupert. That means that an American shipowner is not free, Ocea 
then, to fly a foreign flag? M. 

Mr. Murray. Not without permission, and it is not the policy at os 
the moment. MM. 

Mr. CLEVENGER. On page 5 of this document 330, section 2 states: die) 

Funds which may be Tequired due to the approval of higher subsidy rates for deg 
years subsequent to 1951, which may be approved at any time during the re- . 
mainder of the fiscal 1954, which have not yet been approved. Ame 

Explain that language, please. Bc 

Mr. Srakem. It is a fact, Mr. Chairman, that the subsidy rates few 
and wages in 1952 have not been computed by the Maritime Adminis- ohiee 
tration. They may be higher depending on the difference in the an 
domestic cost of operating the ship and the cost on the foreign side. 

Mr. CLevenGcer. I wonder where the representatives of the best 
interests of the Government were when these contracts were made for 
periods of 10 or 12 years. M 

Mr. Murray. I don’t think it necessarily gets into that situation, thin 
Mr. Chairman. It gets back to the fact that there is a very major cost 
difference between the cost of operating a ship foreign and the cost of Ir 
operating a ship here. opel 

Regardless of the length of contracts involved, that disparity does lr 
exist. The disparity has grown. As the disparity has grown the bill up t 


to us has been higher. 
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If we do not want an American Merchant Marine that can be 
resolved very hurriedly. If we do, the only way we are going to have 
it is to make up the difference. 

Mr. CLevencer. There is no halfway ground where the minds 
might meet? 

Mr. Murray. I don’t think so. 

Mr. CLeveNGER. Where it would not be the case of heads I win, 
tails you lose, or is there any room here for renegotiation of contracts? 

Mr. Murray. In effect the recapture itself is a type of renegotia- 
tion. 

Mr. CLevencer. A shipping company can’t lose that is operating 
under this, the Government loses? 

Mr. Murray. Well, there are other items which a ship operator is 
involved in which he pays for himself. We are involved in sub- 
sidizing five items. 

Mr. Cievencer. I live on the Great Lakes and part of my district 
is on the Great Lakes. You had 120 Swedish sailings on the Great 
Lakes this last year. It does not make trade any cheaper that I 
know of, to any American company. It just made it difficult for the 
Canadian and American ships that didn’t carry the freight. 

It looks as though before we can tell the date, you will be on the 
Great Lakes making subsidies to the ships up there to keep them 
operating. 

I can’t see anything else. 

Mr. Murray. The subsidy does not have anything to do with the 
rates on cargo. The subsidy has to do only with the items that 
keep our ships on an equal basis of operation with foreign operators. 

Mr. Cievencer. Would not the same thing apply if you kept them 
on the Great Lakes as to keeping them on the Atlantic, if you admit 
foreign commerce there, foreign ships to take their cargo? Would not 
they be entitled to subsidy just as much as Atlantic or Pacific or Indian 
Ocean operation? 

Mr. Murray. The Great Lakes being a protected trade, why, of 
course, no subsidy lies 

Mr. Citevencer. The Swedish ships are coming and now we are 
digging the ditch deeper and we are making it 27 feet, and if we make 
it at all it ought to be 30 feet down, not less. Was it protected against 
these Swedish freighters that brought freight in, took it away from 
American railroads and Canadian railroads? Nothing protective 
about it when these ships come in. 

The Japanese will be in when they get it. The German ships, the 
figures given us are that the Germans have 800,000 tons of merchant 
ships on the ways. They will be newer and more efficient than ours 
and they will be operating. 


COMPARISON ‘OF UNITED ‘STATES 'AND FOREIGN 'WAGE COSTS 


Mr. Murray. You might be interested in some figures which I 
think may answer one question Mr. Coudert asked about the relative 
costs. 

In 1948 the cost per voyage-day for wages for a cargo ship for one 
operator was $584. 

In 1949 it was up to $601; in 1950, $630; 1951, up to $673; 1952, 
up to $799. 
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That is just for one operator, but it represents an indication of 


how the wage differential has grown through each of those years. 
Mr. Bow. Have you any figures on what the foreign wages 


increased? 


Mr. Stakem. We don’t have them with us. 


We can supply that. 


Mr. Murray. We match them right back, one against the other. 


We will give those to you. 


Estimated 
cost per 
voyage day 


Calendar year 


1948: 
United States $575. 23 
France tee 418. 86 
Greece 309, 46 
Italy 106. 06 

49: 
United States. ............. 607. 08 
Norway 219. 57 
Ttaly 180. 23 
282. 23 

1950: 


United States 


United States 
Italy 


(The information referred to follows:) 


Unweighted 
differential 


Percent 


69.10 
74.92 
42, 33 


Comparison of wage costs on 1 service of operator ¥ with related foreign 


Competitive 
weight 
factor 


Percent 


Weighted 
differential 


competition 


Composite 
weighted 
differential 


Percent 


Norte, 


stantial reduction in foreign costs in 1949 and 1950. 


The effect of devaluation which was general in European countries accounts in part for the sub- 
It should be noted also that variations as to com- 


Petitive flags and in the degree of competition from year to year has an effect upon the composite differen- 


tial rate. 


Mr. Murray. We also have volunteered this many times to the 


Marine and Fisheries Committee. 


I think we have a serious problem 


which requires both branches of the Government to try to figure out. 
It is not an easy problem and the problem is going to get worse, rather 


than better. 


Anything that any of us can do for the industry itself to bring 
about some arresting of this trend would certainly be very desirable. 
I know of nothing that causes us more concern or anything on which 
we worked any harder and probably nothing on which we worked 
with less results than the matter of how to maintain a merchant 
marine, at the same time bring about some change in the cost to the 


taxpayer. 


loading ships? 


SCOPE OF SUBSIDY PAYMENTS 


Mr. Bow. Is any part of this fund used for cost of unloading and 


Mr. Murray. No, sir; that is not a subsidized item. 
Of course, any additional cost or unnecessary cost there, or any 
other item, is reflected in the recapture item and therefore there is 
indirect cost, but it is not a direct subsidy item. 
Mr. Bow. Then the picketing of the courthouse in New York City 


is not by people directly affected by subsidies? 


Mi 
main 
that 

Apr 


in th 
Tr 


sider 
net ¢ 
ship] 

| | | | lowe 
Sc 

46. 20 14.39 M 

69. 27 23. 01 
| 61. 81 44.34 27. 41 54. % M 
| 63. 83 28. 5 M 

| 70. 31 58.8 
53. 51 12.7 6.80 66.33 loss. 

170. 90 73. 10 28.7 20. 98 70. 45 ence 
1951: 
205. 87 41.3 T 
167.07 27.3 

384. 17 31.4 13. 29 | 62. 28 
gua 

still 
N 
nun 

ove 
doe 
tlor 
con 
con 
suk 
are 
it 

Co 
4 
of 
the 


96 


247 


Mr. Murray. Our subsidized items run into wages, subsistence, 
maintenance, insurance, stores, and supplies. Those are the five items 
that are subsidized. 

Any undue cost which affects the overall profit and if a company is 
in the recapture phases does have some overall effect. 

There is one other item which you always have to take into con- 
sideration as you are figuring up this cost, and that gets back to the 
net cost. We can tell you the amount of taxes which are paid by the 
shipping companies. If we did not subsidize or if these ships were 
foreign, there would be no taxes to be netted against the subsidy cost. 

You will find that the overall net result of subsidy is considerably 
lower than the amount that is being requested. 

If we didn’t subsidize they would not be in a position where they 
would be paying any taxes at all. 

So we do have to take that into consideration. It is a big item. 

Mr. CLeveNGeER. It could conceivably grow, could it not, to double 
what it is now? 

Mr. Murray. It could grow. 

Mr. CLtevencer, It can grow to double what it is, could it not, 
if you are going to guarantee them against loss? 

Mr. Murray. Mr. Clevenger, we don’t guarantee them against 
loss. What we do is to pay the difference on five items between the 
cost here in America and foreign cost on exactly the same trade route. 
We pay the difference in wages. We pay the difference in subsist- 
ence. We pay the difference in stores and supplies. We pay the 
difference in maintenance. We pay the difference in insurance. 

There are five items. 

For example, United States Lines, as you know, just passed their 
dividend this last time. It may have been the last two times. We do 
not in any way guarantee that a company will make money. We don’t 
guarantee any level of business activity of any company. 

We do pay the difference between foreign and domestic costs. 

Mr. CLevenGer. If a ship has no cargo, making a routine trip, you 
still continue to pay them the difference? 

Mr. Murray. We pay for the number of voyages each year. The 
number of voyages are limited by appropriation language. Anything 
over and above that is on the company’s time. 

Mr. Cievenecer. If it is tied up at the dock for lack of business, 
does your subsidy cease? 

Mr. Stakem. There is a general order of the Maritime Administra- 
tion which sets the time on which the ship can be off or idle and still 
considered as being on a vovage. After a certain period of time, why, 
of course, it would have to go into the expense of matching that to 
come down enough, it may go up subsequently. 

Mr. CLevencer. We had quite a debate in the House last week on 
subsidy. There are more people interested in that subsidy than there 
are in this. This is a sea coast industry. How hard do you think 
it would be to get this $170 million for these 2 years through this 
Congress in the temperature now, facing an election throughout? 

Mr. Murray. I think it is important to net subsidy against the tax 
of these companies, because that makes substantial difference in what 
the overall picture is. We can furnish you with that information. 
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OWNERSHIP OF U. 8S. S. “‘UNITED STATES’’ 


Mr. Cievencer. The United States Lines, do they own the U.S. S. 
United States in fee? 

Mr. Murray. There is some question as to who owns the United 
States, Mr. Chairman, at this particular point. 

Mr. Cievencer. You do not know? She was rumored to cost 
$70 million and the scuttlebutt has it that they have about $20 
million invested in it. If that is the case, the people must already 
have $50 million in it. 

Mr. Murray. I think the scuttlebutt there is slightly wrong. The 
ship cost roughly $75 million. The United States Lines has, I think, 
$25 million in it. 

As you know, the General Accounting Office raised a very serious 
question about the construction differential. They have referred the 
case to the Attorney General. 

Mr. Sraxem. There is a fund of $8 million being withheld from 
United States Lines pending the outcome of this controversy on the 
Steamship United States. 

Mr. Couprert. Those funds are operating subsidy which would be 
due and payable. 

Mr. Murray, They are due and owed, but they are being withheld 
pending the outcome of this case. 

Mr. Coupmrrt. Is that perhaps the reason why the United States 
Lines is unable to pay its dividend? 

Mr. Murray. That is one of them. I am not up to date on their 
reasons for having passed. I simply know that they did pass their 
dividend. 

Mr. Rooney. Mr. Chairman, I have listened with interest to 
every word of your colloquy. I cannot join in your deprecation of the 
American Merchant Marine, American labor and American seamen 
which I have heard here this afternoon. 

I believe this appropriation request comes to us in the form of a 
letter signed Dwight D. Eisenhower, the White House, Washington, 
February 16, 1954. I am quite sure that there are some of us who 
when the time comes will be so reckless as to stand up and support 
President Eisenhower with regard to this request. 

Mr. Cievencrer. How about the subsidy of last week? Was 
there some support from the White House on that? 

Mr. Rooney. If the gentleman wants to debate the merits of that 
matter, may I say that that was a matter where this committee on a 
number of occasions investigated the functioning of the Civil Aero- 
nautics Board. The position of the gentleman from New York was 
not so much against any subsidies at all as it was with regard to the 
method by which they were arrived at. 

I think the record is replete with reasons why the gentlemen from 
Ohio and the Republican leadership on the other side of the aisle 
might well have withheld their committee amendment to add $17 
million to the bill agreed upon in the full committee. 

Mr. Cieveneer. I do not think the conditions here are analagous 
at all. They tell us the air subsidies are being reduced and that they 
are doing more on their own all the time, and this one is going the 
other way. 

Instead of working out like the airlines claim they are, this one is 
digging itself in. 
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Bureau or Roaps 


WITNESSES 


FRANCIS V. duPONT, COMMISSIONER 

c. D. CURTISS, DEPUTY COMMISSIONER 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 
J. C. ALLEN, FISCAL MANAGER 


FEDERAL AID HIGHWAYS 


Mr. CLevencer. The next item that we have here is Federal-aid 
highways, Bureau of Public Roads. 

We will insert the appropriate portion of House Document 330 and 
pages 1, 2, 3, and 4 of the justification. 

(The material referred to follows:) 


Bureau or Pusuic Roaps 
FEDERAL-AID HIGHWAYS 


For an additional amount for ‘‘Federal-aid highways,” to remain 
available until expended, $65,000,000, which sum is a part of the ¥ ° 
amount authorized to be appropriated for the fiscal year 1953. 


Expenditures in the fiscal year 1954 to reimburse the States for the Federal 
share of work done are estimated at over $541 million. At the present rate of 
expenditure it is anticipated that the 1954 appropriation of $475 million and a 
small carryover balance will be exhausted by the middle of May. This proposed 
supplemental appropriation is to provide necessary funds to make prompt pay- 
ments to the States. 

Federal-aid highways 


Request, to remain available until expended (needed May 1954)___ $65, 000, 000 
Appropriation to date 475, 000, 000 
Cash carried over from prior appropriations__.____._____-------- 1, 390, 000 

Total cash available 476, 390, 000 
Expenditures to Feb. 19, 1954 395, 000, 000 
Budget estimate, fiscal year 1955 555, 000, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To provide additional funds for reimbursement to States for the Federal share 
of cost of work done on approved Federal-aid highway projects. Cash available 
for reimbursing States will probably be exhausted about the middle of May. 


JUSTIFICATION 


Federal-aid highway expenditures for the first 7 months of the current fiscal 
year total $376 million. There remains only $100 million of the 1954 appropria- 
tion available for expenditure between February 1 and June 30. Estimated ex- 
penditure for the balance of the fiscal year amounts to $165 million. Thus it is 
necessary to request a supplemental estimate of $65 million in order to reimburse 
the States for the Federal pro rata of work done on projects approved under 
Federal-aid highway authorizations. 

The rate of Federal-aid highway construction is approaching the current annual 
authorization of $575 million. The major retarding influences that have affected 
the progress of highway construction since World War II have been overcome. 
Steel is now in adequate supply, and there are ample contractors, men and equip- 
ment available. The following table indicates the increased volume of Federal-aid 
work put in place (Federal share) during the past 7 months compared with work 
done during the same period for the previous 2 years. 
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Work put in place—Federal funds 


Fiscal year | Fiscal year | Fiscal year 
1952 1953 1954 

4 $48, 000, 000 | $60, 000, 000 $65, 000, 000 
August 53, 000,000 | 61, 000, 000 63, 000, 000 
September... 51, 000, 000 69, 000, 000 70, 000, (0x 
October 50,000,000 | 65, 000, 000 62,000, 00K 
November. 31, 000, 000 42, 000, 000 46, 000, 000 
December. 19, 000, 000 19, 000, 000 27, 000, (0x 
January 4 15, 000, 000 20, 000, 000 21, 000, 000 


Two measurable factors affecting payments to States for the balance of the 
current fiscal year are (1) earned but not paid and (2) work under way not com- 
pleted. Earned-but-not-paid is the amount owed to the States largely for work 
done for which claims have not been submitted. Earned-but-not-paid as of 
February 1, 1953, amounted to $204,805,000. Comparable figures on correspond- 
ing dates 1 and 2 years ago were $194,032,000 and $151,527,000, respectively. 
In addition to payments which will be made to the States on vouchers covering 
work earned but not paid as of February 1, 1954, reimbursement will be made 
during the remainder of the fiscal year on construction work accomplished by the 
States between now and June 30. As of February 1, 1954, the Federal share of 
construction work to be completed amounted to $321,195,000. Comparable 
figures on February 1, 1953, and February 1, 1952, were $300,816,000 and 
$272,393,000. 
The Federal-aid highway appropriation for fiscal year 1954 provides funds for 
ayment to the States of the Federal share of work done under four separate 
ederal-aid authorizations: (1) Primary highways, (2) secondary roads, (3) 
urban arterial routes, and (4) interstate highways. The appropriation also 
provides funds for flood-damage restoration work (which are reimbursed by ap- 

ropriations in subsequent years) and for administration of the Federal-aid 
highway program. Following is a statement of estimated expenditures for fiscal 
year 1954 and actual expenditures to January 31, 1954, by activities. 


Expenditures, fiscal year 1954 


Activity 
Actnal, July 1 Estimated 
to January 31 total 


Secondary roads 


112, 711, 932 165, 000, 000 
Urban arterial routes... 85, 820, 975 120, 000, 000 
Interstate highways. 6, 191, 789 10, 000, 000 
Flood damage restoration é ats 3, 133, 288 4, 490, 00 
7, 016, 776 11, 900, 000 


th 376, 020, 580 541, 390, 000 
Cash available: 

From 1954 appropriation .-..............--.- $475, 000, 000 

From prior appropriations ___._..._.._..__-- 1, 390, 000 


—__—___——— $476, 390, 000 


Supplemental estimate required ____.._____________.___-- 65, 000, 000 


The following tabulation shows actual expenditure by months for fiscal years 
1952, 1953, and the first 7 months of 1954 with a lump-sum estimate for the last 
5 months of the current year. 
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FEDERAL FUNDS - MILLION DOLLARS 


\ugust 
March. -- 
April --- 
May 
| 
= 
F 


| | 
Fiseal year Fiseal year 
| 1952 | 1953 


Fiscal year 
1954 


$36, 417,896 | $58,297,737 | $49, 646, 518 


November. 41,231,339 | 53,065,974 | 61, 723, 773 
40, 263, 566 | | 28,470,948 | 55, 284, 845 
27, 910, 297 4, 839, 783 | 34, 472, 144 
295,011,395 | 320,983,520 | 8,020, 580 
ote 20,119,931}  1908,188/) 


24, 028, 959 
29; 765, 421 
53, 770, 947 


4 165, 369, 420 


Total Feb. 1 to June 30___ 


4 165, 369, 420 


Fiscal year total. ......... “417, 169, 692 309, 151, 081 | 4 541, 390, 000 


1 : Abnormally low due to shortage of funds pending enactment of 2d saiaiinniad tal, 1953, i. comieead Mar, 28, 


2 Abnormally high due to accumulation of vouchers submitted by the States in previous months. 
3 Abnormally low due to shortage of funds pending enactment of 3d supplemental, 1952, approved June 5, 


1952. 
4 Estimated. 


The chart shows the rate expenditures have been made from July 1 to February 1 
of this fiscal year, the estimated date when present funds would be exhausted and 
the rate of use of the supplemental estimate of $65 million. 


FEDERAL-AID HIGHWAYS 
CASH AVAILABLE AND ESTIMATED SUPPLEMENTAL ESTIMATE 


500 — T 500 
CASH AVAILABLE | 

JULY 1,1953 | | 
__$ 476,400,000 | | 


ACTUAL EXPENDITURES 
4 LY 1,1953 TO FEB.1,1954 
300 300 


Cc 


FEDERAL FUNDS - MILLION DOLLARS 
FEDERAL FUNDS — MILLION DOLLARS 


200 \ 200 
\ ESTIMATED EXPENDITURES 
\ FEB.1,1954 THRU 
| NX JUNE 30,1954 
100 SUPPLEMENTAL — 
| ~ ESTIMATE - 1954 


$ 65,000,000 


| 
JULY AUG. SEPT. OCT. 


NOV. DEC. JAN. FEB. MAR. APR. MAY JUNE 
FISCAL YEAR 1954 


251 
= 
DO, 
0), 000 
M), 
M | 1,025, 228 | 
the 2 70, 571, 553 } 
ynd- — 
ring 19 
the 
aid 
(3 
so 
aid 
aid a 4 
cal 
| 
| 
"0 
5 
000 
100 
| 
P 
— + —+—- + ~ 
} 
° 
ht 


252 


Mr. Cievencer. This $65 million is actually part of the amount 
previously authorized to be appropriated for the year 1953? 

Mr. Yes, sir. 

Mr. CLEVENGER. ‘Now, tell us how much of it you have to have. 

Mr. puPonrt. I think I can show you graphically very well. About 
the middle of May we will be out of funds. The $65 million will 
take us out to zero at the end of the fiscal year as closely as we are 
able to estimate. 

Mr. Cievencer. Do you have something more to add? 

Mr. puPont. I have a little statement here that explains the 
changed conditions. In view of the high level of Federal-aid highway 
construction work that we have experienced this fiscal year, we find 
* necessary to request supplemental funds to pay the States ‘for work 

one. 

The need to correct highway deficiencies throughout the country 
is resulting in a larger Federal-aid program. 

For example, during the month of February the total cost of 
Federal-aid work programed amounted to $253 million, of which 
$134 million was Federal funds. The $134 million of Federal funds 
programed to projects last month exceeded by 23 percent the previous 
record of $109 million during February 1952, and is equal to 24 
percent of the 1955 authorization which was apportioned to the 
States January 1 of this year. 

Federal aid funds programed in February provide for the improve- 
ment of 4,816 miles of highways. Although payments for work on 
these projects will not mature until a year or more, it is an indication 
of the increased volume of Federal aid highway work that we can 
expect. 

As you know, only last Monday the House approved a bill increasing 
the annual Federal aid authorization from $575 to $800 million. 

Federal-aid payments through March 1 totaled $399,500,000, 
which leaves us a cash balance of $77 million. We estimate that this 
balance will be-exhausted about the middle of May and that $65 
million additional will be needed to continue payments to States 
through this fiscal year. 

Estimates of expenditures for the balance of the fiscal year can be 
predicted fairly accurately; since the work has largely been ac- 
complished. 

As of February 1, 1954, we owed the States $204,805,000 largely 
for work done, but be which claims have not been submitted. 

In addition construction work underway remaining to be completed 
amounted to $321,195,000. 


UNLIQUIDATED OBLIGATIONS 


I have with me a statement showing a distribution of these amounts 
by States, if you wish to see it, or place it in the record. 

Mr. Cievencer. That may be placed into the record at. this 
point. 
(The material referred to is as follows:) 
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Federal-aid highways— Unliquidated obligations on projects underway as of Feb. 


South Dakota_-- 


1, 1954 ‘ 
| 
| Earned but not | Work underway | 
State paid | not completed | Total 

} 
Alabama. | $5, 951, 000 | $12, 520, 000 | $18, 471, 000 
404, 000 2, 118, 000 2, 522, 000 
1, 687, 000 2, 886, 000 | 4, 573, 000 
Calorie. .......... 10, 425; 000 | 17, 801, 000 | 28, 226, 000 
4, 065, 000 | 4, 204, 000 | 8, 269, 000 
Connecticut _-.--..---- ‘ ---| 1, 143, 000 | 1, 841, 000 | 2, 984, 000 
1, 750, 000 | 961, 000 | 2, 711, 000 
1, 582, 000 6, 483, 000 | 8, 065, 000 
| 5, 147, 000 8, 000, 000 | 13, 147, 000 
| 2. 098, 000 | 2, 872, 000 | 4, 970, 000 
he RE Ss -| 10, 186, 000 | 15, 311, 000 25, 497, 000 
Indiana 2, 584, 000 | 4, 847, 000 7, 431, 000 
lowa cisco memes 2, 930, 000 4, 687, 000 7, 617, 000 
2, 017, 000 2, 486, 000 4, 503, 000 
3, 373, 000 | 6. 624, 000 9, 997, 000 
Louisiana 5, 813, 000 3, 680, 000 9, 493, 000 
Maine ne ie 1, 747, 000 3 , 000 4, 754, 000 
Maryland - 2, 130, 000 2, 997, 000 5, 127. 000 
Massachusetts 4. 637, 000 11, 358, 000 15, 995, 000 
Michigan 9, 205, 000 7, 303, 000 16, 508, 000 
Minnesota... - --- } 3, 300, 000 3, 475, 000 6, 775, 000 
Mississippi. - - - 3, 382, 000 4, 659, 000 8, 041, 000 
Missouri 2 4, 527, 000 15 000 19, 555, 000 
Montana. -_-- | 4, 204, 000 5, 651, 000 9, 855, 000 
Nebraska. - - - -- 1, 988, 000 2, 743, 000 4, 731, 000 
Nevada nae ’ — 621, 000 1, 350, 000 1, 971, 000 
New Hampshire. - . 449, 000 7, 000 3, 000 
New i 000 2, 439, 000 000 
, 137, 000 31, 031, 000 | 000 
, 331, 000 6, 878, 000 9, 000 
North Dakota................ , 085, 000 1, 336, 000 , 000 
, 366, 000 | 21, 885, 000 251, 000 
ne 1, 740, 000 | 3, 285, 000 25, 000 
3, 415, 000 3, 030, 000 5, 000 
| 10, 342, 000 21, 475, 000 7, 000 
2, 253, 000 | 1, 192, 000 15, 000 
2, 185, 000 | 4, | 326, 000 

9 
( 


97, 000 
1 20, 000 
15, 333, 000 
1, 941, 000 | 
1, 469, 000 | 
9, 236, 000 | 
4, 590, 000 | 
2, 420, 000 | 
5, 634, 000 | 


792, 000 | 
1, 358, 000 | 
4,715, 000 | 
3, 527, 000 


141, 000 
250, 000 
, 000 
000 
11, 000 
5, 000 
, 000 
733, 000 
76, 000 
3, 000 
000 
7, 000 
5, 901, 000 


_ 


ss 


> 


844, 000 
| 2, 230, 000 
4, 968, 000 | 
| 782, 000 
Virginia... 6, 740, 000 
Washington - --.. | 2, 460, 000 | 
West Virginia__ } 6, 313, 000 | 
Wisconsin_- | 4, 142, 000 | 
| 2, 374, 000 | 

} 204, 805, 000 


321, 195, 000 | 


526, 000, 000 


Mr. Rooney. I think it might be well for the record if the Com- 
missioner pointed out the action of the House of Representatives on 
the day before yesterday with regard to a substantial increase in funds 


for the Federal-aid highway program. 
Mr. Bow. He did mention that. 


Mr. Roonnry. And you described the exact amount involved? 


Mr. pu Pont. Yes, I did. 


Mr. Roonry. Thank you, I was reading at the time. 
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Civit ABRONAUTICS ADMINISTRATION 


WITNESSES 


F. B. LEE, ADMINISTRATOR 

J. V. DOLAN, SPECIAL ASSISTANT 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 
A. O. BASNIGHT, BUDGET OFFICER 


LAND ACQUISITION, ADDITIONAL WASHINGTON AIRPORT 


Mr. CLevenGcer. The next item is for the Civil Aeronautics 
Administration, land acquisition for what was to be an additional 
Washington airport. The request for $34,451, is contained in House 
Document 340. 

The appropriate portion of this document and the justifications will 
be placed in the record. 

(The material referred to is as follows:) 


House Document 340 
Civit AERONAUTICS ADMINISTRATION 
LAND ACQUISITION, ADDITIONAL WASHINGTON AIRPORT 


For an additional amount for ‘‘Land acquisition, additional Washington Air- 
port”, for payment of deficiency judgments rendered by United States District 
Courts, $34,541, together with such amounis as may be necessary to pay interest as 
specified in such judgments. 

Public Law 762, approved September 7, 1950, authorized the construction of 
a publie airport in the vicinity of the District of Columbia. Under the provisions 
of this act, $1 million was appropriated for land acquisition, and related engineer- 
ing and administrative expenses. Condemnation proceedings were initiated by 
the Government in June 1951 to acquire approximately 1,031 acres of land from 
63 property owners at Burke, Va. Final settlement in payment of land acquired 
under initial condemnation proceedings has been made with 43 of the 63 landown- 
ers within appropriation availability. Judgments have been rendered by the 
United States District Court of Virginia in favor of 11 of the 20 other landowners. 
The estimate provides funds necessary for payment of amounts certified to specific 
individuals and authorizes the payment of interest at 6 percent per annum as 
specified in the judgments. 


Land acquisition, additional Washington Airport 


Request for fiscal year 1954 
Appropriation available in 1954__ 
Cumulative obligations to Dee. 31, 1953______- 
Cumulative expenditures to Dee. 31, 1953 
Budget estimate next fiscal year 
Employment: 
Average number, eurrent appropriation 
Number involved in this estimate 
Actual employment Dec. 31, 1953- 


PURPOSE AND NEED FOR DEFICIENCY APPROPRIATION 


(a) $34,541 for settlement of 11 claims in payment of land acquired under 
initial condemnation proceedings wherein the United States District Court of 
Virginia rendered judgments in favor of landowners for amounts in excess of 
funds deposited with the court by the Civil Aeronautics Administration. 


GENERAL JUSTIFICATION 


Public Law 762, 8ist Congress, 2d session, authorized and directed the construc- 
tion of an airport in the vicinity of the District of Columbia. 

After surveying 6 possible sites in Maryland and 6 in Virginia a site was selected 
in Fairfax County near Burke, Va, The Department of Commerce then peti- 
tioned the United States district court to condemn approximately 4,520 acres of 
land, 4,200 for the airport and 320 for an access road from Shirley Highway. 
On October 1, 1951, the Department of Commerce obtained title by Declaration 
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of Taking to approximately 1,031 acres of the condemned area involving 63 
owners. Based on the total of the average ‘fair value’ evaluations set by the 
5 appraisers appointed by the court and the Department of Justice, $818,050 was 
deposited into the registry of the court. Final settlement was made with some 
owners at these ‘fair value’’ appraisal amounts. Others elected to appeal through 
court trials and an additional $31,275 was paid owners from available funds on 
demand of the court, increasing obligation to $849,325 in final settlement. Approxi- 
mately $149,050 was paid for physical survey of the sites and for administration 
which accounts for all but $1,625 of the $1,000,000 appropriation. The balance 
of $1,625 remains available and would be applied to the deficiency judgments. 

The court has continued to review appeals and it has rendered deficiency judg- 
ments in favor of 11 additional owners, totaling $36,166. Each of these deficiency 
judgments were submitted to the General Accounting Office. After review of the 
documents, the General Accounting Office issued certificates of settlement pay- 
able from the land-acquisition appropriation ‘‘when appropriation shall have been 
made by the Congress.” 

This appropriation request is made by the CAA in accordance with GAO 
Circular No, 21, 4 Comptroller General 1082, which indicate that ‘‘one appropria- 
tion, segregated as to each department or independent establishment, be made 
covering all such claim settlements reported * * * to each appropriation involved 
appearing on the books of the Government.” 

Appropriation of the requested $34,541, plus interest, will permit settlements 
on all claims which have been certified by the courts. There remain a number 
of claims not yet settled by court action. 

Informal information received from the Department of Justice indicates that 
the special commission recently appointed by the court to conduct hearings 
leading to final settlement for all property involved in the Declaration of Taking 
has awarded the remaining former owners a total of $16,631 which upon approval 
of the court will become additional deficiency judgments for processing in the 
same manner as those in this request. When the total of $51,172 for deficiency 
claims has been appropriated full settlement with 63 landowners can be accom- 
plished and to this action the Government is already committed. 

The amount requested for appropriation plus the balance remaining available 
will result in expenditure by object classification as follows: 

10 Lands and structures: $36,166, 

Mr. Leg. Mr. Chairman, I am appearing in support of House 
Document No. 340, which was transmitted by the President in his 
message of March 2, 1954. 

Public Law 762 of the 81st Congress authorized the construction of 
an additional airport in the vicinity of Washington. One million 
dollars was appropriated in fiscal year 1951 for the acquisition of land 
for engineering studies and for administration of the project. 

The CAA proceeded with condemnation of 4,520 acres of land 
which consisted of 4,200 acres for the main airport area, and approxi- 
mately 230 acres for an access road. 

On October 1, 1951, the Federal Government obtained title by a 
declaration of taking to 1,013.32 acres of this property. This in- 
volved 63 landowners. 

r 

The Government proceeded with an appraisal of the property by 
5 appraisers and negotiated settlements were achieved with 43 of the 
63 landowners. The remaining 20 applied to the United States Dis- 
trict Court for the Eastern District of Virginia, appealing the amounts 
which had been offered them. 

We are now appearing in support of 11 of these landowners who 
have received judgments in their favor in the United States District 
Court for the Eastern District of Virginia, and have obtained a 
certification by the General Accounting Office in their favor. 

These 11 settlements involve the need for $36,166. 

Now, of the $1 million originally appropriated, $849,325 has already 
been spent for land purchase, $149,050 was spent for a survey of the 
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site for administration and for other engineering costs, and there 
remains only $1,625 unspent. 

It is planned to use this $1,625 with the $34,541 which we are 
requesting here to complete settlement of the 11 owners’ claims out 
of the 20 which are still outstanding. 

Mr. CievenGer. This is for attest plus interest? 

Mr. Ler. Yes. 

Mr. Bow. These are 11 claims? 

Mr. Len. Yes. 

Mr. Bow. No appeals were taken on these 11 from the district 
court? 

Mr. Ler. No, sir. 


Aviation War Risk INsuRANCE ReEvotvine Funp 


WITNESSES 


DAVID W. BLUESTONE, ACTING ADMINISTRATOR, DEFENSE AIR 
TRANSPORTATION ADMINISTRATION 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Nrexson. Mr. Bluestone, Acting Administrator for Defense 
Air Transportation Administration is here to discuss the ‘‘Aviation 
war risk insurance”’ item. 

Mr. CLevencer. We will put the appropriate portions of page 2 
of House Document 332 in the record, and pages 10, 11, and 12, and 
13 of the justification for the record. 

(The material referred to follows:) 


OFFICE OF THE SECRETARY 


(Immediately preceding ‘Defense production guarantees’ 
new item:) 


, insert the following 


Aviation War Risk Insurance Revolving Fund 


The Secretary of Commerce is hereby authorized to make such expenditures, within 
the limits of funds available pursuant to section 1306 of the Act of June 14, 1951 
(49 U.S. C. 716), and in accord with law, and to make such contracts and commit 
ments without regard to fiscal year limitations as provided by section 104 of the Govern- 
ment Corporation Control Act, as amended, as may be necessary in carrying out the 
programs set forth in the budget for the fiscal year 1955 for aviation war risk insurance 
activities under said Act (49 U. S. C. 711-722). 


AviaT1Ion War Risk INsuRANCE REVOLVING FUND 


PROGRAM AND PERFORMANCE 


The purpose of this fund is to provide aviation war risk insurance in the event 
of an outbreak of war since commercial war risk insurance covering such a con- 
tingency cannot be obtained on reasonable terms and conditions from companies 
authorized to do an insurance business in a State of the United States (title 13, 
Civil Aeronautics Act of 1938, as amended (65 Stat. 65)). Under the proposed 
program, binders would be issued at a fee of $100 per aircraft to provide coverage 
of the aircraft and the operator’s liability, other than liability to cargo; and $10 
per aircraft to provide coverage for the operator’s liability to cargo. These binders 
would become war-risk insurance automatically on the outbreak of war as defined 
in the binders. Administrative costs for preparing, printing and issuance of these 
binders will be paid out of fee receipts. 
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A. Statement of sources and application of funds (for fiscal year ending June 30 
19565) 


1953 actual | 1954 estimate | 1955 estimate 


FUNDS APPLIED 


To financing: Increase in Treasury cash ......................|......--.....-}-..-.-.. Berek 6, 000 


FUNDS PROVIDED 


By operations: Income: Fees for issuance of binders_.........|..............].......----.-- 11, 000 


EFFECT ON BUDGETARY EXPENDITURES 


Net effect on budgetary expenditures. —6, 000 

The above amounts are credited to net =e of the enter- | 


B. Statement of income and expenses (for fiscal year ending June 30, 1955) 


1953, actual |1954, estimate 1955, estimate 


Income: Fees for issuance of binders. $11, 000 
Expenses: | } 


C. Statement of financial condition (as of June 30, 1955) 


| | | 
1953 actual | 1954 estimate | 1955 estimate 
| | 


Assets, cash with U. 8S. $6, 000 
Investment of U. S . Government, retained earnings... - 6, 000 


Mr. Buuzstone. The purpose of the fund is to provide aviation war 
risk insurance in the event of outbreak of war, as authorized by the 
title 13 of the Civil Aeronautics Act. 

We are proposing to institute at this time just a binder program 
which in effect is a contract to write a contract in the event of war. 

The purpose is to give protection to essential services of the overseas 
airlines which are a public utility and operate in national interest in 
time of war. 

Mr. Bow. Are those our flag airlines? 

Mr. Buivusstone. Our specific plan now is for American-flag airlines 
only. The law permits applications by foreign airlines, but we are 
not proposing anything now except to examine whatever applications 
come in and decide the policy after. Our specific estimates are based 
only on American-flag line aircraft. 
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NEED FOR FUNDS AT THIS TIME 


Mr. Roonery. This law was passed in June of 1951. No request 
for this was ever made previously, was there, Mr. Nielson? 

Mr. Nretson. No, sir. 

Mr. Rooney. Now you want to start this program in the form of a 
supplemental request. Is there anything new on the matter of a 
possible outbreak of war? Is war any nearer? 

You have thought little enough of this matter to let it stand for 3 
years since 1951. Why the request now and in the form of a supple- 
mental rather than in a regular bill? 

Mr. Biurestone. We were not standing still the entire time. 
First of all, DATA was created in November of 1951 and although we 
had quite a bit of knowledge of air transport organization, we didn’t 
know too much about insurance. 

Mr. Rooney. It took you 3 years to find out something? 

Mr. Buurstonr. No. Let me continue. 

We took quite a while to find out and prepared a program; that is, 
we had an aviation consultant prepare a program which provided for 
a $5 million appropriation in a revolving fund. 

After discussions with the Budget Bureau, we withdrew that. At 
the same time the Korean incident stopped. At first the main em- 
phasis was to protect airline equipment and personnel in time of cold 
war, but we decided to reorient this to a hot, full-scale war. 

Therefore, we withdrew the plan based on a $5 million revolving 
fund and made it just a binder program to take effect only in the event 
of outbreak of war. 

Mr. Rooney. How many million dollars does this program envisage 
if it were to be put into operation? 

Mr. Buiusestons. You mean at present, or in the event of war? 

Mr. Rooney. At present and in the event of war. 

Mr. Buvestonn. At present it is entirely contingent; the binders 
are issued only to provide policies in time of war at rates to be deter- 
mined at that time. 

The coverage we estimate now would be for about 100 aircraft of 
United States of an average value of perhaps $1% million, which 
would be $150 million total contingent liability. 

In addition there would be passenger liability and third-party 
liability which might come to the same amount. 

Mr. Rooney. Why did you not bring this request up in connection 
with the regular bill only 2 months ago, in the month of January? 
Why do you come along now, less than 2 months later, at hurried 
supplemental hearings? Everyone knows that supplemental requests 
are always hurried and the attention is not given to them that is 
given to items in the regular bill. 

Why should you wait for a supplemental when 3 years have 
already gone by? 

Mr. Buvestone. We had not yet done all the work we thought 
necessary. We were investigating a number of different possibilities, 
and it just took time, such as contract authorizations. 
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RIGHT TO INSURE FOREIGN AIRCRAFT 


Mr. CLevenGer. Supposing we went into war along with NATO. 
Would we insure the planes of our allies? 

Mr. Biurstone. The law is written so that we could. This re- 
quires a finding by the Secretary of Commerce that such flights 
would be in the national interest, which we are not in a position to 
make now. We have no specific plans to issue binders at this time. 

Mr. Bow. In fact, your justification on page 7 says: 


AVAILABILITY OF BINDERS TO OPERATORS OF FOREIGN-FLAG AIRCRAFT, AS 
Provipep UnpER Law 47 

The Maritime Administration’s binder program makes binders eveilable for 
foreign-flag vessels qualifying under certain conditions. The State Department 
has taken the position that aviation wear risk insurance should be available under 
certain conditions to operators of foreign-flag eircraft. 

Consequently, it appears desirable to include provisions in the aviation war 
risk insurance program relatins to foreign operators. The existence of these 
provisions is a proper part of the basic framework, and the fact that they are 
included in this framework does not require that they be activated until it is 
appropriate to do so. 

Under these binders you are now talking about, would you be 
including under the binder the right to insure foreign-flag aircraft? 

Mr. Buvestonr. Our plans are not to issue binders at this time for 
foreign-flag carriers. 

Mr. Rooney. But you want authority to do so? 

Mr. Bow. Could we have a limitation in this language where we 
would have a limitation against that at this time; can this language 
we are now talking about be so written that we eliminate any oppor- 
tunity for that? 

For one, I would be opposed to it unless we make sure we are not 
dealing with that at this time. There may be a time when it is 
necessary. 

Mr. Buuestonr. We have no objection to it. It is just a pro- 
vision in the original act which we were leaving the door open for 
here. 

Mr. Bow. I would like to see the door closed sometimes. 

Mr. Neruson. Mr. Chairman, we will submit revised language. 

(The following was submitted later:) 


AMENDMENT TO AvIATION Wark Risk INSURANCE FuNp LANGUAGE 


After the language printed in House Document 332, insert the following: 

“Provided, That such expenditures, contracts, and commitments shall be made 
only with respect to American aircraft.”’ 

Mr. Roonry. I do not think we should appropriate for this in a 
supplemental bill after a lapse of 3 years. 

Mr. Cievencer. We are being requested to appropriate authority 
here now and no one knows how much. 

Mr. Rooney. You would be starting off on a program which would 
appear innocuous at the moment as there are no funds requested. 

You would be starting something. It may be a good thing, I 
don’t know, but I certainly do not think in this kind of hearing we 
should make a decision such as this. 

Mr. Cievencer. I think it is a defense item, if anything. 

Thank you, gentlemen. 


' 
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Turspay, Marcu 16, 1954. 


DEPARTMENT OF STATE 


SALARIES AND EXPENSES 


WITNESSES 


SCOTT McLEOD, ADMINISTRATOR, BUREAU OF SECURITY, INSPEC- 
TION, AND CONSULAR AFFAIRS 

DENNIS A. FLINN, DIRECTOR, OFFICE OF SECURITY 

EDWARD B. WILBER, BUDGET OFFICER, DEPARTMENT OF STATE 

KYLE B. MITCHELL, EXECUTIVE OFFICER 


INVESTIGATION OF EMPLOYEES UNDER EXECUTIVE ORDER NO. 10450 


Mr. CLEVENGER. We will now take up the request of the Depart- 
ment of State for salaries and expenses contained in House Document 
351: 


For an additional amount for “Salaries and expenses,’’ $900,000, to be derived 
by transfer from ‘Government in occupied areas,” fiscal year 1954. 


We will insert pages 1, 2, and 3 of the justifications in the record. 


Salaries and expenses, State 


Request for 44% months from Feb. 15, 1954 $900, 000 
Obligations to Jan. 31, 1954 
Expenditures to Jan. 31, 1954 
Budget estimate next fiscal year 
Employment: 

Average number current appropriation 

Number involved this 

Actual employment, Jan. 31, 1954 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Additional funds are required to accelerate the reinvestigation of employees 
as provided in Executive order 10450 within the time limit of June 30, 1954, 
as established by the order. Approximately 6,000 investigative cases remain t 
be completed. Resources under this appropriation are not adequate to cover 
salaries and travel costs of the additional investigators and evaluators and the 
necessary clerical assistance. 


EXPLANATION OF LANGUAGE 


The proposed language provides for a transfer of the $900,000 from funds already 
appropriated to the Department (Government in occupied areas) and no new 
appropriations are required. 
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8 I STIMA OR IMPLEMENTATION OF EXECUTIVE ORDER 
. UPPLEMENTAL ESTIMATE FOR E 10450, 
DEPARTMENT OF STATE, 1954 
Bureau of Inspection, Security, and Consular Affairs—Office of Security 
| Number | Amount 
01 Personal services: 
PEC Assignment officers . 15 $105, 000 
| 50 300, 000 
Stenographers - | 45 142, 000 
20 | 60, 000 
105 479, 700 
Net personal services. 35 | 157, 300 
nent 
JUSTIFICATION 
erived The Department since May 27, 1953, has been endeavoring within the limits of 
available funds to implement Executive Order 10450 which established new and 
cord more stringent standards upon which to base determinations as to employment 
: or retention in the Federal service. In view of the President’s expressed intention 
that employees already in the Federal service be measured against the new security 
standards as soon as possible it has become necessary to step up considerably the 
0, 000 reinvestigation of those employees whose investigations were not current or were 
0, 000 inadequate. To accomplish the investigative case load under the Executive order 
7, 581 within the time limit set by the President (June 30, 1954), it is estimated that 
8, 459 funds in the total amount of $900,000 will be required in fiscal year 1954. 
0, 000 01 Personal services ; 
0. 454 It is estimated that the 6,000 investigative cases still to be completed under this 
“nt program in the Department will require the services of 100 investigators (to be 
9 Bee procured from the Civil Service Commission on a contractual basis) and 30 
ain stenographers. The evaluation of these cases as they are completed will necessi- 
tate the assignment of 50 evaluators and 15 stenographers. To handle typing 
work for the investigative, evaluation, and administrative servicing of this project 
lovees 20 employees will be required. The regular filing staff will have to be supple- 
1954, mented by the addition of 10 clerks. 
ain 02 Travel 
4 the Experience has indicated a high percentage of Department of State employees 
* have resided overseas for considerable periods of time. To cover the overseas 
leads which are ee to develop in the 6,000 investigations which must be 
completed prior to June 30, a total of 80 trained investigators and 40 stenographers 
will be detailed to foreign posts from the Department to supplement temporarily : 
lready the small staff of security officers presently overseas. The travel from Wash- 
o new ington to their overseas stations as well as their investigative travel from their 


posts of duty abroad will required $375,000: 


0? Contractual services 

To complete the domestic investigative phase of this project in the Department 
it is necessary for the Department to obtain the assistance of trained investigators 
by detail from the Civil Service Commission. The Commission has already 
agreed to the detail of these officers on a reimbursable basis. It is estimated that 
the salaries of these 100 officers to June 30 will amount to $267,500, which includes 


ae 
er diem at $12 for 105 days for 120 employees_______.__......-.-. 151, 200 — 
Investigating transportation costs at post, 80 agents for 90 days at $5 * 
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the cost of leave, payrolling, vouchering, and other administrative services which 
the Commission will continue to render their officers during the period of their 
detail. To cover the travel of approximately 69 investigators to Daceetanent of 
State field offices from the stations regularly assigned them by the Civil Serivce 
Commission and to cover the investigative travel of these officers as well as the 
investigative travel of 31 officers operating from their established home regions, 
$100,200 will be required, amounting to an average of less than $8 per day for 
each investigator. 

Mr. CLevencer. Do you have a statement, Mr. McLeod? 

Mr. McLerop. A very brief statement, Mr. Chairman. 

Early in January, the President requested that all Government 
employee security investigations under Executive Order 10450 be 
completed by the end of the present fiscal year. 

In this connection I have met with the Attorney General and the 
Chairman of the United States Civil Service Commission preliminary 
to the implementation of plans for State’s completion of its part of 
this program. As a result of these meetings I advised the Secretary 
of State that this job could not be done with available funds. The 
Secretary agreed that the Department of State should explore every 
possibility with the Bureau of the Budget to secure additional funds 
and personnel to meet this situation. 

Several conferences were held between the staffs of the Bureau of 
the Budget, the Civil Service Commission, and the Department of 
State, and it was agreed that the most expeditious and economical 
method of carrying out this program would be the detail of investi- 

ative personnel from the Civil Service Commission to the Security 
Office of of the Department on a reimbursable basis. It was also agreed 
that a comparable increase in evaluation and related personnel would 
be necessary. 

On February 11 Mr. Young, Chairman of the Civil Service Com- 
mission, forwarded a letter to the Secretary of State in which he 
agreed to the detail of 100 investigators on a reimbursable basis. All 
of these investigators have now been detailed to our field offices and 
are now assigned to assist us in the completion of this task. State 
has geared its entire security operations toward the completion of 
this program. 

Under the authority of the Bureau of the Budget this program is 
now under way. There is every reason to believe that the President’s 
objectives will be substantially met if these additional funds are made 
available. 

I might explain that we have classified all our positions in the State 
Department as sensitive. Under the terms of Executive Order 10450, 
it is necessary that there be full field investigations for everyone em- 
ployed in a sensitive job, and we were in the position down there of 
making a survey or inspection of the security operation and trying to 
find out exactly what the problem was during a good deal of the 
calendar vear just passed. And we found that our problem in State 
is somewhat unique, in that we have these 11,000 citizen employees 
who must be investigated before they can be screened, under the terms 
of the Executive order. Many of these people had not had a full 
field investigation. Some had had some part of a full field investiga- 
tion; some had had no investigation at all. As we surveyed the prob- 
lem, about the time of these discussions I mentioned, there were ap- 
proximately 6,500 full field investigations to be undertaken in order 
to complete the screening of Department personnel. 
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Mr. Couprrtr. What reason did the President give, if any, for 
wanting to complete it by the end of the fiscal year? 

Mr. McLeop. I think it was just a desire to get on with it, to screen 
as rapidly as possible emplovees under the new order. 

Mr. Covuprert. What was the date of the new order? 

Mr. McLerop. May 27, 1953. 

Mr. Covupert. If you did not have additional funds, how long 
would it take to complete the screening as you are going right now? 

Mr. McLeop. That is an imponderable, because, you see, the nor- 
mal function of the office is to clear applicants. And if we are to carry 
out the normal function, then we cannot get at the backlog at least in 
any substantial number. We had a period of a half year when we 
could handle this dual responsibility of applicants and employees, 
because for a period of 6 or 8 months when the freeze was on there 
was no new employment. But then, as I think is the experience of 
most departments, attrition in the clerical and stenographic level 
begins to take effect and you just have to hire people in order to 
keep going. 

Mr. Coupert. That is just the normal turnover you are speaking 
of? 

Mr. McLeop. That is right. 

Mr. Couprert. There has not been any increase in the overall 
personnel either now or contemplated for next year? 

Mr. McLeop. No, sir. But due to the normal attrition and freeze, 
even when there was no hiring, the amount of normal attrition was at 
least enough to keep the security office in full operation, and we find 
we are now doing what a security office normally is expected to do. 
I mean we have not staffed up to handle this dual assignment. 

Mr. Coupert. Are you saying, in effect, if you are not given any 
additional funds, you will not be able to screen any of your existing 
personnel intended to be screened and new applicants? 

Mr. McLeop. No, sir; we would screen some. But we would not 
be able to maintain the pace as when we devoted ourselves entirely 
to employees while the freeze was on. 

Mr. Covupert. If you get the $900,000, do you think you can screen 
the entire staff subject to screening by the end of the fiscal year? 

Mr. McLeop. We are hoping to be able to investigate them by the 
end of the fiscal year. The evaluation matter— 

Mr. Couprrt. That is what I meant, to investigate. The fiscal 
year ends June 30. That leaves 3 months to go. If you got half as 
much money, you could complete the investigations in 6 months; 
could you not? 

Mr. McLeop. If we got half as much money this fiscal year and 
then the other half at the beginning of the next fiscal year? 

Mr. Coupsrt. Yes. I am not dividing it by fiscal years, but you 
could move a little more slowly and do the job in 6 months instead of 
3 months; could you not? 

Mr. McLeop. I think that is reasonable; yes. 

Mr. Coupsrrt. When you talk about civil-service investigators, are 
you referring to persons presently in public employ, or new employees 
who would be brought in by Civil Service and assigned to your 
Department? 

Mr. McLeop. No, sir; they are present employees. That was one 
of the knotty problems here, because in security people you have to 
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have them investigated; you have to clear them before they can 
clear anybody else, and in our expanded program we had to take 
people who were already cleared and on the rolls, rather than to 
recruit new people. 

Mr. Coupert. In other words, you are getting borrowed personnel 
which requires repayment to Civil Service? 

Mr. McLeop. That is right. 

Mr. Cievencer. Will you explain the request for the amounts on 
page 2 of the justifications? 

Mr. McLeop. May I refer that question to Mr. Flinn and his 
people? 

PERSONAL SERVICES 


Mr. Finn. Personal services under 01 is figured on a yearly 
basis, of course, with 75 percent of the year elapsed. On that basis, 
we would require $637,000. However, on an annual basis, for the 
net personnel services required, it means an additional 35 perople for 
$157,300. Those are really support people who will process cases 
and get them to the field. Those will be assignment officers who will 
process cases and get the investigations to the field and review investi- 
gations upon their return from the field to make sure that everything 
is done under the Executive order, and pass those cases on to the 
evaluation staff where a determination will be made under the 
criteria of the Executive order. Of course the remainder is for support 
personnel—stenographers, typists, clerks, and so forth. 


TRAVEL 


On the 02, travel, it was originally thought—and it is not yet 
determined exactly what our requirements are going to be, because 
we are not far enough into the program—that there would be $375,000 
required for travel, primarily for foreign travel, to get experienced 
investigators overseas. It is to pay their transportation from point 
of origin. ‘Those people are the people now on the job who know our 
own methods of operation and procedures. Some of them would 
actually be sent from San Francisco to make the investigation abroad 
and return to San Francisco after the completion of the investigation 
process, and this would cover their per diem and incidental costs to 
place them at the spot where they can do the job. 


CONTRACTUAL SERVICES 


The third item, 07, is contractual services which we have already 
undertaken by the loan of 100 investigators from the Civil Service 
Commission. And that means their travel; it means the administra- 
tive support which Civil Service is giving them. We made a very 
satisfactory agreement with the Civil Service Commission where they 
process their vouchers and perform all of the administrative services 
incident to the support of an employee on detail.to another Govern- 
ment agency. 

This contractual service item is a very tight one and I think is 
pretty close to what will actually be spent under that heading. I 
would say it is just a matter of a few hundred dollars on either side 
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We have qualified evaluators to be used as supervisors of the new 
staff that will come in, to make sure they will meet the standards of the 
Executive order. 

Mr. Citevencer. And you need 50 of them? 

Mr. Finn. We need 50 if we are going to do this evaluation as 
rapidly as the President has indicated he wants it done. He hopes 
to complete the evaluation process by September 30. Of course the 
evaluation process must follow completely the investigative process. 

Mr. CLevencer. How many investigators are you requesting? 

Mr. Furnn. There are 100 in this contractual services item. They 
are now at work. 


AVERAGE COST PER INVESTIGATION 


Mr. CLevencer. What does that average per investigation? 

Mr. Furnn. In actual cost? 

Mr. CLevencer. Yes; what would the average cost be? 

Mr. Furnn. I do not have the figures. I would be glad to supply 
for the record what it would average. I might point out in this 
instance, however, that the cost per investigation will vary somewhat. 

(The information requested for the record is as follows:) 

We have made a very careful analysis on the basis of past experience and find 
that a full-field investigation involves an average cost of $175. However, in 
considering the program presently before the committee I feel I must point out 
that if an appropriation were requested on that base considering approximately 
6,000 cases requiring some work to be done, the total would be $1,050,000. The 
situation under consideration, however, is somewhat different in that in many of 
the 6,000 cases a full field is not required. There may be a partial field investiga- 
tion to bring a case up to date; there may be the resolution of some point of 
derogatory information; or there may be an almost complete full-field investiga- 
tion where the employee entered the Department many, many years ago when few 
inquiries were made. 

As to the cost of an individual investigation under the present program, it is 
impossible to make a definite estimate because we have no experience to base it on. 
The Department has not in the past engaged in a large incumbent investigation 
program. All previous figures have been based on full-field applicant 
investigations. 

Mr. CLEVENGER. You figure this would be a nonrecurring item 
after you complete this work; that it would bring you up current so 
that your regular staff could handle it? 

Mr. Furnn. That is correct; on the investigation side, that is abso- 
lutely correct. That would mean we could carry on our own 
processing. 

Mr. CLEVENGER. On security matters, it would bring you up to 
date? 

Mr. McLeop. Insofar as our employee security program is con- 
cerned, it will. 


USE OF CIVIL SERVICE INVESTIGATORS 


In answer to your previous question, Mr. Coudert, the reason for 
the 3 months on a June 30 basis is that that is the limit of time the 
Civil Service Commission can permit us to have these 100 people. 

Mr. Couprerr. Why? 

Mr. McLeop. I do not know why. That is the extent of the 
agreement we were able to reach with them, that they would let us 
have them until June 30. 
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Mr. Covuprert. You mean that Civil Service has 100 investigators 
they have no other use for and, so far as we know, who are just sitting 
around the Civil Service office with nothing to do? 

Mr. McLeop. I do not think that is exactly the case. I under- 
stand they have 800 or 900 investigators to carry out its regular 
program. 

Mr. Ctevencer. Who are on the bench, so to speak? 

Mr. McLerop. They carry out the program for the rest of the Gov- 
ernment, a good part of it. They had a backlog of some cases, but 
have reduced it to such an extent that they are able to cooperate with 
us to the extent of letting us have 100 men until June 30. 

Mr. Covuprrt. As these civil-service investigators and evaluators 
complete this kind of operation, do they work themselves out of a 
job? 

Mr. McLeop. I think the ordinary turnover in Government em- 
ployees keeps them occupied. 

(Discussion off the record.) 

Mr. Bow. As I understand it, Mr. McLeod, there are no new 
funds, in this; these are already appropriated funds and this is simply 
a transfer to accomplish this purpose? 

Mr. Wiser. That is correct. 

Mr. Bow. Do you feel, Mr. McLeod, from your position, your 
responsibilities in the Department, that the quicker this job can be 
done the better off our State Department may be? 

Mr. McLeop. I think there is some apprehension on the part of 
the people who feel they are subject to scrutiny under this order. It 
is an order with which we have not had any experience previous to 
May 27. It has been subject to a lot of comment and I think a good 
deal of misinterpretation. So I think the sooner we can complete 
the project, the better it will be all around. 

Mr. Bow. And you think it will be in the interest of the Govern- 
ment to complete it as promptly as possible? 

Mr. McLeop. Yes, sir; I do. 

Mr. Bow. I believe you have stated these investigators have already 
been cleared themselves? 

Mr. McLeop. Yes, sir. 

Mr. Bow. So there is no question about investigators? 

Mr. McLeop. They are on the rolls of the Civil Service Commis- 
sion and have been screened under the new order. 

Mr. Rooney. Mr. Chairman, I am not sure I correctly understand 
this matter now before us. 


COST OF INVESTIGATION PROGRAM 


If you were allowed this transfer of almost $1 million, would that 
complete this security matter by the 30th of June, at the end of this 
fiscal year, or do you plan to come to this committee for a regular 
capeoneeton for this purpose in fiscal year 1955? 

Mr. McLeopv. We do not plan to come for an appropriation for 
this purpose in fiscal 1955. 

Mr. Roonry. You expect to get all of this work done with this 
$900,000 between the time this bill is passed and June 30, 1954; is 
that correct? 
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WORK ALREADY UNDERWAY 


Mr. McLrop. The program is already underway by authority of 
the Bureau of the Budget. . 

Mr. Rooney. How long has it been underway? 

Mr. McLeop. Since February 23, 1954. 

Mr. Rooney. That is when you started on this program; is that 
correct? 

Mr. McLeop. That is when we started the accelerated program. 

Mr. Roonry. What had you been doing in the interim, between 
Mav 27, 1953, the date of the Eisenhower Executive order, and 
February 23, 1954, a couple of weeks ago? 

Mr. McLeop. We have been working on this assignment as far 
as we could with the 80 officers we had assigned to our regular security 
program and evaluation program in the United States. 

Mr. Rooney. Did you say anything to this committee when you 
appeared before it in January with regard to yeur being hamstrung 
by apy lack of funds in carrying out this investigatinon under the 
Executive order? 

Mr. McLeop. I do not believe I did. 

Mr. Rooney. The thing | cannot get out of my mind in such an 
important matter as this—and I am all for the imvestigation of all 
possible subversives and getting them out of the Department if there 
are any—is the length of time that elapsed between May of 1953 and 
February 1954 in getting busy on this. 


OVERSEAS INVESTIGATIONS 


Are not State Department employees who were overseas and are 
now overseas just as important to investigate for possible subversive 
activities as these people, clerks, so forth, down in the Department 
of State here in Washington? 

Mr. McLeop. I think they are. 

Mr. Roonsy. How many have you had overseas conducting 
investigations since January of 1953? 

Mr. McLeop. I think we are permitted to have 50, and I think 
we have had about 48 average. 

Mr. Fury. There are 48 slots and we have averaged 4 to 5 
vacancies. 


TRAVEL 


Mr. Roonsry. And what has been the amount expended for travel 
since the inception of this program, for those 48 people? Can you 
insert that at this point in the record? } 

Mr. McLeop. We will have to get it. 

I should explain to you that the funds for overseas people are not 
handled by my bureau in the Department; they are handled by the 
geographic bureaus. 

Mr. Roonry. I am not so much interested in that. You are the 
Chief of Security and I take it you are the boss of this whole matter, 
are you not? Whether the funds are paid through the geographic 
desks or through you would not make much difference; you are still 
the one who is primarily responsible. 
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Mr. Wixeer. I think the point you are trying to make is that 
while they are responsible to him policywise and for the actual opera- 
tion of the security program, actually they are employed through the 
geographic bureaus and come under the Ambassadors like all of the 
other employees in the area, and the funds for their employment 
likewise. 

Mr. Roonry. Does not the Chief of Security check people who 
may be employed by an Ambassador abroad? 

Mr. Wiser. Surely. 

Mr. Roonry. And he has the responsibility for that check? 

Mr. WitsBer. Definitely; yes, sir. 

Mr. Roonny. And they are his people, even though they may be 
on the payroll of the geographic desks? 
Mr. Wiser. That is correct. 
Mr. Roonry. Where the money may be slotted; is that correct? 
Mr. Wixser. That is correct. 


WORK ALREADY COMPLETED 


Mr. Roonry. Now with the people you have had working on 
security up to the present time, what percentage of this work would 
you say has been done? 

Mr. McLeop. Approximately one-third of the numerical number 
of cases—a fourth to a third. But a factor there is that we took the 
tough cases first. Under the terms of the order, we had to reevaluate 
people who had been subject to scrutiny under the old order and ob- 
viously, on that basis, we started with the hard ones that take more 
time and more effort on the part of the people who are handling them. 

Mr. Roonry. If in the period from the date of the Executive order 
to date in March of 1954, you say you have covered the ground to 
the extent of about one-third or a fourth, how is it you expect to cover 
the ground to the extent of the remaining two-thirds or three-quarters 
in the period of time beginning a couple of weeks from now, if and 
when this bill passes, and June 30, 1954, which is rapidly approach- 
ing upon us? 

Mr. McLuop. I think the answer is we are going to have more than 
twice the psople to work on cases which are much easier to resolve. 


TRAVEL 


Mr. Roonry. What about these 120 round trips at $1,570 each, for 
a total of $188,400; per diem at $12 a day, 105 days for 120 employees, 
$151,200; and investigators’ transportation costs at post, 80 agents 
for 90 days at $5 per day, $36,000; or a total of $375,600. How do 
you arrive at these figures? 

Mr. McLeop. Mr. Flinn alluded to that. We have to take people 
who are now employed domestically in the Department, who are 
familiar with our setup, and transport them overseas from our field 
offices. They will be replaced in turn by investigators of the Civil 
Service Commission. e have to get them overseas where the leads 
will be covered, overseas leads. Of course, they are on a per diem 
while they are gone, because they are in a temporary assignment. 
Then, there is no point of getting them there unless we have funds for 
their travel around to places under their assignment wherever the 
leads happen to be. Of course, this is an estimate. 
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Mr. Rooney. It is an estimate alright, and a plush estimate. It 
is an estimate for almost $1 million, submitted to us in writing to 
the extent of just three short half pages of justifications. I wonder 
how you arrived at the figures, for instance, or 120 round trips at 
$1,570, or $180,400. 

Mr. Mircnett. That is the average round-trip transportation 
cost. 

Mr. Roonny. From where to where? 

Mr. Mircue tt. All over the world—average. 

Mr. Roonry. You cannot go around the world for $1,570. 

Mr. Mrrcue It is the average. 

Mr. Roonry. What is the magic about it; why isn’t it $1,565? 

Mr. McLeop. I suppose it could be that. 

Mr. MrrcHex tu. It is just a rounded figure. 

Mr. Rooney. It is not firm by any means, is it? 

Mr. McLeop. It is as firm, I think, as you can make an estimate of 
this kind. 

Mr. Rooney. Do you have a list of the places these investigators 
would go? 

Mr. McLeop. We can furnish that. 

Mr. Finn. I can give a very short rendown. Where they would 
have to fan out from and where the greatest effort would have to be 
made would be in Europe. 

Mr. Rooney. I wonder if you have gone into this thing to the 
extent of knowing how many are going to a certain place and the cost 
to take them to that place in connection with this requested amount 
of $180,400? 

Mr. Furnn. Might I point out on that subject that at this stage 
we have not assigned anybody overseas. We are now beginning to 
gain experience in the review of cases to date, in reviewing over a 
thousand cases a day. 

Mr. Roonnry. Are those foreign cases, overseas cases? 

Mr. Finn. Those are employee cases. 

Mr. Roonry. Domestic, or domestic and foreign? 

Mr. Furnn. They are mixed; about 50-50, domestic and foreign. 
Our experience to date has not been sufficient to indicate where we 
are going so have to slot each and every individual abroad. Weare 
now trying to determine. As you know, this program has just 
started. 

Mr. Rooney. I thought it was started in May of 1953. That is 
when President Eisenhower issued the Executive order. 

Mr. Furnn. There is a stepup. 

Mr. Rooney. Is there a stepup in the program now? 

Mr. Furnn. There is in the program before you, sir. 


SUBMISSION TO BUREAU OF THE BUDGET 


Mr. Rooney. When was this request submitted to the Bureau of the 
Budget? 

Mr. Wiieer. It has been under consideration by the Bureau for 
about 2 months, that is, the final details and the determinations 
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EVALUATORS 


Mr. CLevenGer. I note a request for 50 evaluators. Why so 
many? 

Mr. Firnn. In the evaluation process, we have very few people 
who are qualified to assist. We have normally about 12 evaluators in 
our regular salaries and expenses budget. 

The 50 evaluators would be qualified people recruited wherever we 
can get them, either bring them in from our own staff of investigators 
or perhaps, if we can do it in no other way, secure some additional 
people from Civil Service to help us in going over the necessary full 
investigations. That means the actual review of 11,000 cases, re- 
viewing the full field investigation and derogatory information that 
has been placed on the record and must be resolved. It then arrives 
at a stage where a determination should be made as to whether that 
individual should be finally cleared under the Executive order, or a 
recommendation made for suspension. 

Mr. Rooney. When you speak of experience with regard to your 
cases, I call your attention to the law of the land. That law, contained 
in Public Law 759, 8ist Congress, provides that ‘‘any person who 
advocates, or who is a member of an organization that advocates, the 
overthrow of the Government of the United States by force or vio- 
lence’’—and this is the Communist Party—“and accepts employment 
the salary or wages for which are paid from any appropriation or fund 
contained in this or any other act shall be guilty of a felony and, upon 
conviction, shall be fined not more than $1,000 or imprisoned for not 
more than | year, or both.” 


PROSECUTIONS 


How many people, if any, have you prosecuted under this law to 
date? 

Mr. McLerop. We have no prosecuting function, Congressman 
Rooney. 

Mr. Rooney. How many cases have you turned over to the FBI, or 
to the Office of the Attorney General for prosecution under this law, 
if any? 

Mr. Fury. All of the cases involving any information that appears 
under the heading you have indicated there we submit to the FBI 
and the FBI, under the Executive order, completes the investigation 
itself. 

Mr. Rooney. How many cases have you turned over which would 
fall into this category? 

Mr. McLeop. I think we would have to furnish that for the record. 
You understand we do not turn them over for prosecution; we turn 
them over for investigation. 

(The following information is submitted later as requested:) 

The Office of Security during the period September 1, 1953, to February 28, 
1954, referred to the FBI for investigation pursuant to -Executive Order 10450, 
section 8 (d), 75 cases. These cases were referred under the mandatory provisions 
of the Executive order because security questions concerning the individual 
employee had arisen. 

In the event an individual against whom there is a security question terminates 
his employment with the Department of Siate for any reason, and an FBI investi- 
gation is pending, the Department of State immediately notifies the FBI to termi- 
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nate its inquiries under the provisions of Executive Order 10450 since the individ- 
ual is no longer an employee of the ‘Government. Any further action taken in a 
case of this nature will naturally come under the national defense statutes but 
would not be a part of the President’s security program, and any prosecutive 
action would necessarily have to originate with the Department of Justice. 

Mr. Rooney. Evidently the answer is “None”’ because my question 
has not been answered at all. If you as head of security in the State 
Department find a case that fits within this law which I have read, 
is it not vour duty to initiate prosecution by turning it over to another 
agency to prosecute? 

Mr. McLeop. It is not only my duty, but it is standard operating 
procedure. In fact, by Presidential directive, if we detect any cases 
that might possibly come within this subversive category, we have to 
turn them over to the FBI. We do not investigate those cases. 

Mr. Rooney. How many have you found which fit in the category 
of this public law? 

Mr. McLeop. I will have to furnish the figure for the record; I do 
not know what it is. 

Mr. Rooney. Of course this business of furnishing figures later on 
for the record is an unfortunate one; because, when you leave here and 
insert that figure this afternoon, and these hearings are going to be 
printed tonight, you do not give us much chance to inquire behind 
the figures you give. 

Mr. McLeop. It would be very difficult to foresee that this matter 
would come up as a result of our request today. 

Mr. Rooney. There is nothing difficult about it. I think the 
public understands if subversives or Communists have been found in 
the Government who have been accepting salary or wages as Govern- 
ment employees from the Treasury of the United States, that they 
should be prosecuted for a felony. 

Mr. McLeop. I agree. 

Mr. Rooney. That was the intention of Congress when it enacted 
this law in every appropriation bill beginning a number of vears back. 
You agree with me, do you? 

Mr. McLeop. Yes, sir. 

Mr. Rooney. Now just tell us how many are being prosecuted by 
the State Department for violation of this law? 

Mr. McLeop. I will have to ask the Attorney General to give me 
the answer to that. 

Mr. Rooney. Will you just find out and get us the answer, because 
I think it is pertinent. 

Mr. CLevencer. At the same time, would you find out over the 
period of the last 10 or 12 years how many have been prosecuted 
under the act and turned over for prosecution from your Department. 

Mr. McLeop. Since this language was first inaugurated? 

Mr. CLevencer. That is right. 

Mr. Rooney. And while you are at it, you might find out how 
many of the 422 that were mentioned by Vice President Nixon in 
Saturday night’s broadcast have been prosecuted under this law. 

That is all 1 have, Mr. Chairman. 
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NUMBER OF SUBVERSIVES FOUND 


Mr. Preston. Since you became security officer of the State De- 
partment, have you found fewer or more people with subversive 
tendencies than you expected to find when you assumed the position? 

Mr. McLeop (after a pause). I am trying to taink back as to what 
my expectations were. 

Mr. Coupert. As a lawyer, I would call that a leading question. 

Mr. McLeop. It is pretty hard to give you an honest answer on 
that. 

Mr. Roonry. Mr. Chairman, I must say one thing about Mr. 
McLeod, if I may interrupt. He does give some honest answers. 

Mr. Preston. I agree with that. He was very frank with this 
committee when he appeared before us in January. 

Mr. Roonry. And I admire him for it. 

Mr. McLegop. I think I have found fewer than I expected to find. 

Mr. Preston. That is all, Mr. Chairman. 

Mr. Cievencer. There might be something in numbers—in the 
fewer places to find them in. 

Mr. McLxrop. The reorganization plan did make for fewer em- 
ployees. 


FUNDS TO BE TRANSFERRED FROM GOVERNMENT IN OCCUPIED AREAS 


Mr. Roonry. Apparently there has been found $900,000 in the 
“Government in occupied areas” appropriation which this requested 
language would transfer to the “Salaries and expenses’ appropriation 
of the State Department. Was the $900,000 in the GOA appropria- 
tion earmarked for any particular purpose, such as the one we are 
discussing this morning? 

Mr. Witser. The original GOA appropriation contained an appro- 
priation for $5,348,000 which could be transferred to the ‘Acquisition 
of buildings abroad”’ for the consular building program. 

Mr. Roonnry. I take it the answer is, No? 

Mr. Wixser. I wanted to point out this 

Mr. Roonry. I repeat the question: Was there a sum such as this 
in the GOA appropriation earmarked for the purpose we have been 
discussing this morning? 

Mr. Oh, no. 

Mr. Roonry. So that you would be taking from the overall lump- 
sum appropriation for GOA $900,000 at this time; is that correct? 

Mr. Wiuzser. That is correct. 

Mr. Rooney. How much was the total 1954 GOA appropriation? 

Mr. Wizzser. The total appropriation was $40,438,000, of which 
$16,609,000 was transferred to the information program under 
Reorganization Plan A, and $3,400,000 was transferred to FBO for 
construction under their consular building program. 

Mr. Rooney. From what part of this do you propose to transfer 
the $900,000? : 

Mr. Wiiser. That would be a balance of $2,344,000 in the original 
construction program. Plans were changed, Mr. Rooney, if I may 
explain that. 

Mr. Rooney. You understand what I am trying to get, Mr. Wilber. 
I am wondering how it was that the committee and the Congress gave 
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you so much in appropriations that you were able to find this $900,000 
at this time? 

Mr. Witser. Arrangements were made with the German Govern- 
ment whereby instead of the United States constructing the property, 
there was an exchange arrangement worked out with the German 
Government. 

Mr. Roongry. And this would have resulted in a saving? 

Mr. Wivper. A savings of $2,344,000; yes, sir. 


Mr. Rooney. And instead of there being a savings of $2,344,000 
we are going to have a savings in that amount, less the $900,000 if the 
pending proposed request is approved? 

Mr. Witser. That is correct. 

Mr. Rooney. One other question: I notice on the frontispiece of 
your 3-page justifications that the request before the committee is for 
$900,000 for 4% months from February 15, 1954. Well, we are now 
at the date of March 16, 1954, and it would be reasonable to assume 
that there will be a couple of weeks before this bill might pass both 
Houses of Congress. What would you say the amount should be as 
of today’s date, if the committee were in agreement, in whole earted 
agreement with the request? 

Mr. Wiser. It is pretty hard to determine the figure. We already 
have 100 investigators from the Civil Service Cominission whose sala- 
ries, of course, we have to reimburse to the Commission, so that with 
that expense, we started the program 2 weeks ago. The balance of 
the program reflected here has been thought through very carefully 
and we intend to get it underway as promptly as we get approval 
of these funds. 

Mr. Rooney. I did not hear the answer to my question. I wanted 
a dollar figure. 

Mr. Wizzer. I will be glad to attempt to recompute it on the basis 
that you propose. 

Mr. Roonry. Perhaps the committee will have to figure it out. 

Mr. Cievencer. Are there any further questions? If not, we 
thank you very much, gentlemen. 

Mr. McLeop. Thank you, Mr. Chairman. 
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SUBCOMMITTEE ON TREASURY-POST OFFICE APPROPRIATIONS 
GORDON CANFIELD, New Jersey, Chairman 
EARL WILSON, Indiana J. VAUGHAN GARY, Virginia 
BENJAMIN F. JAMES, Pennsylvania OTTO E. PASSMAN, Louisiana 
CHARLES W. VURSELL, Illinois ALFRED D. SIEMINSKI, New 
Jersey 


Tunspay, Marcu 16, 1954. 
TREASURY DEPARTMENT 


UNITED STATES SECRET SERVICE 


WITNESSES 


U. E. BAUGHMAN, CHIEF, UNITED STATES SECRET SERVICE 
GEORGE W. TAYLOR, ADMINISTRATIVE OFFICER 


SALARIES AND EXPENSES 


Mr. Canrietp. The meeting will come to order for the purpose of 
receiving a request of the United States Secret Service for language 
that will permit the transfer of $85,000 from the appropriation title 
“Salaries and expenses, guard force’ to the appropriation title 
“Salaries and expenses, United States Secret Service.” 

The request is contained in House Document No. 351 and the 
pertinent part of that document will be inserted in the record at this 
point, there being no objection. 

(The material referred to is as follows: ) 


TREASURY DEPARTMENT 
Unirep States Secret SERVICE 
SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses,’ $85,000 to be derived by 
transfer from ‘Salaries and expenses, guard force,’ fiscal year 1954.” 

In the President’s message on the state of the Union delivered to the Congress 
on January 7, 1954, he advised the Congress of his intention to recommend addi- 
tional funds where necessary to speed the investigation of Federal employees under 
the new security program. It has been found that no additional appropriations 
will be necessary. However, the Treasury will require authority to transfer 
between appropriations already available to it as proposed in the provision set 
forth above. 

The approval of the transfer by the Congress will make possible the substantial 
completion of all investigations and the necessary evaluations of any derogatory 
information by June 30, 1954. 


Mr. Canrieup. Also, the justifications in support of the request will 
be inserted in the record at this point, there being no objection. 
(The justifications referred to are as follows:) 
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SCHEDULE ON SuPPLEMENTAL APPROPRIATIONS AND REvISED EsTIMATES 


Salaries and expenses, U. S. Secret Service 
Pp 


1. Present appropriation or estimate. $2, 500, 000 
2. Additional amounts available_______________________________ +8, 000 
33 Total amount available JO: 


4. Apportionments: 
4th quarter____- 597, 083 
Budgetary reserves 13, 250 


5. Total apportionments and reserves... 
6. Obligations: 
4th quarter (eetimated)—. 703, 630 


Te Total actual and estimated obligations_________________ 2, 593, 000 
8. Less total amount available. 2,508, 000 
9. Estimated supplemental required___________._._-____- 85, 000 
10. Estimated supplemental included in latest mes 
11. Date needed: 


For obligation, Apr. 1, 1954. 
For expenditure July 15, 1954. 
12. Estimated expenditures from supplemental: 


In budget Revised 


13. Actual obligations last 3 months: 


GENERAL STATEMENT 


A supplemental appropriation of $85,000 is required for the fiscal year 1954 for 
personal services and related expenses to make security investigations under the 
provisions of Executive Order 10450, dated April 27, 1953, as amended, in order 
that the necessary security determination may be made as expeditiously as possible. 

Due to the fact that it would be both impossible and impracticable to hire addi- 
tional agents and clerks for a program of such a short duration, the supplemental 
request proposes to retain, if possible, employment at its present level for the 
remainder of the fiscal year and pay overtime for 13 Saturdays to be worked during 
the months of April, May, and June. It is also proposed to pay per diem and 
transportation costs of approximately 20 agents reassigned on a temporary basis 
for 91 days in order to concentrate the efforts in the areas where the heaviest work- 
loads prevail. 


13 days overtime for 250 agents________- hes $41, 703 
13 days overtime for 88 clerks : > 15, 820 

_ 67,020 


17, 980 
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Mr. Canrretp. Present as a witness is Mr. U. E. Baughman, Chief N 
of the United States Secret Service. Mr. Baughman, do you have ploy 
at this time a general statement explaining the need for the authority _M 
you seek? time 

Mr. BaucuMan. Yes. We are requesting the additional $85,000, fore 
which is actually a transfer of funds, in order to complete security 
investigations by the end of this fiscal year, and if the request for 
these funds is approved we can complete these investigations by work- | 
ing the remaining Saturdays from April 1 to June 30. ale 

{ 
APPROPRIATION FOR THE GUARD FORCE perf 

Mr. Canrtexp. Chief, does the fact that there are funds in the wor 
1954 appropriation for the guard force that may now be transferred ove! 
to another purpose indicate that the appropriation to provide protec- ove: 
tion for the Treasury buildings and the safeguarding of Government N 
securities and money while under the jurisdiction of the Treasury 
Department was excessive? 

Mr. Bauauman. No, sir. This amount was placed in a reserve 
fund for savings as a result of transferring to the Bureau of Engraving N 
and Printing on July 1, 1953, 29 guards assigned to the Armored al 
Truck Co. and the Division of Loans and Currency. 

Mr. CanrieLp. The report of this committee on the 1954 appro- whe 
priation for this activity (guard force) discloses that the $375,000 live 
recommended for the guard force and subsequently appropriated was \ 
$55,000 below the 1954 estimate submitted in January 1953, and \ 
$90,000 below the appropriation for the preceding fiscal year, 1953, = 
and contemplated a reduction in average positions of 19. How many Gor 
employees do you have now? ver 

Mr. Baucuman. In the guard force, 71. the 

Mr. Canrietp. Has there been any change in the employee require- me 
ment since the 1954 Appropriation Act was considered by this com- ms 
mittee and passed? 

Mr. Bauveuman. Yes. The reduction in the force of 29 guards pos 
transferred to the Bureau of Engraving and Printing. The cost of full 
the 29 guards who were transferred to the Bureau of Engraving and a 
Printing was absorbed by that Bureau. inv 

Mr. Canrievp. Are there any additional funds over and above the ) 
$85,000 here mentioned in the appropriation for the guard force that Off 
might not be needed for the guard force? Off 

Mr. Taytor. Mr. Chairman, we now have in the guard force re- ap 
serve $102,600 and this request is for $85,000, which will leave $17,600 5° 
in the reserve which we do not contemplate using for the guard force ais 
in this fiscal year. r ‘ 

OBLIGATIONS 

Mr. Canrietp. What are the obligations as of the latest available the 
date against the appropriation for the guard force? } 

Mr. Taytor. The obligations July 1, 1953, to-February 28, 1954, unc 
against the appropriation for the guard force are $166,195.82. It 

Mr. Canrietp. What are the obligations as of the latest available pos 
date against the appropriation for the United States Secret Service? bee 

Mr. Taytor. The obligations through February 28, 1954, against I 
the appropriation for the United States Secret Service are $1,669,370.06. fins 
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Mr. Canrietp. Do you contemplate the recruitment of new em- 
ployees? 

Mr. Baueuman. No, sir. We would not be able, considering the 
time limit, to hire additional agents so we will have to use our present 
force and pay them for working the sixth day. 


OVERTIME 


Mr. Canrtexp. If the present request is granted will its effect be 
to reduce the many hours of uncompensated overtime work previously 
performed by Secret Service agents? 

Mr. Bavucuman. It possibly could because in the past agents have 
worked overtime on Saturdays, but I still think there will be some 
overtime because agents on the ordinary run of cases have to work 
overtime on weekdays from Monday to Friday. 

Mr. Canrietp, Mr. Gary? 


INVESTIGATIONS OF SENSITIVE POSITIONS 


Mr. Gary. What do you do in connection with the security 
program? 

Mr. Baucuman. We are 1 of 5 agencies in the Treasury Department 
who have been designated to make personnel investigations of sensi- 
tive positions. That means a full field investigation. 

Mr. Gary. I thought the FBI did that. 

Mr. Baucuman. Not necessarily in the Treasury Department, 
excepting Presidential appointees. There are several agencies in the 
Government that make personnel investigations, such as the Civil 
Service. That is also true of the FBI. I do not know the extent of 
their coverage but they make personnel investigations. 

Mr. Gary. Are you making a field investigation of every employee 
in the Treasury Department? 

Mr. Baueuman. No. These are only positions classed as sensitive 
positions. We have about 750 investigations to make, what we call 
full field investigations, for these sensitive positions. 

Mr. Gary. And is that your only service, to make those field 
investigations for those 750 positions? 

Mr. BaucuMan. Some of the investigations are in the Secretary’s 
Office or the Office of Administrative Services or the Treasurer’s 
Office; and the Narcotics Bureau makes certain investigations as well 
as Other agencies in the Treasury Department, but we at this time 
have the bulk of personnel investigations. 

Mr. Gary. That $85,000 is just for the investigations in the 
Treasury Department alone? 

Mr. BauGuMan. Yes, sir. 

Mr. Gary. All Federal employees have been fingerprinted, have 
they not? 

Mr. BauGuMan. It is my understanding they should have been 
under the old loyalty program in 1947 or 1948. As a matter of fact, 
it was a must, and also under this new security program except 
possibly the incumbents in a nonsensitive position who had previously 
been fingerprinted under the previous program. 

Mr. Gary. How about new employees coming in? Are they 
fingerprinted? 
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Mr. Baveuman. Yes. They are all fingerprinted whether i 
sensitive or nonsensitive position. 

Mr. Gary. Is a name check made of them? 

Mr. Baucuman. Under the present regulations the Civil Service 
Commission makes investigations of those nonsensitive positions 
which they call a voucher check, which includes fingerprinting and a 
check with various security agencies and references and education 
background, and so forth. 

Mr. Gary. If the fingerprint check and the name check with the 
files of the FBI do not show anything, do you still go ahead and make 
a field check? 

Mr. BauGuman. Such as references and education? 

Mr. Gary. Yes. 

Mr. Baveuman. Yes. There are certain minimum requirements 
in making those investigations for nonsensitive positions. For sensi- 
tive positions you make a thorough investigation of the person from 
birth on. 

Mr. Gary. The FBI does not check these people too, does it? 

Mr. Baveuman. No, not all, except their facilities are used to check 
subversive and criminal files. However, if we should develop some 
derogatory information, say of a subversive nature, we would stop 
our investigation and refer it to the FBI who would continue the 
investigation. 

Mr. Gary. No further questions. 

Mr. Canrietp. Mr. James? 

Mr. James. No questions. 

Mr. Canrietp. Mr. Passman? 

Mr. Passman. I would like to ask the Chief one question. If, 
during the investigation, it should be determined that certain person- 
nel for security reasons should be removed from sensitive positions, 
would they be given an opportunity to transfer to nonsensitive 
positions? The word “security” seems to be greatly misunderstood 
by the American people. 

Mr. BaveuMan. It is my understanding that if anything would 
develop which was not considered real serious but still classed as 
possibly a security risk, the person could be placed in a nonsensitive 
position. 

Mr. Passman. That is all. 

Mr. Canrrevp. Mr. Sieminski? 

Mr. Steminski. Do we not begin to operate in different fields when 
we talk about people in your department working in sensitive and non- 
sensitive positions? Is it possible for you to have a department 
cleared from top to bottom which may be said to qualify in all aspects 
of Secret Service work or, like the military, do you find you must have 
top secret classification tasks as well as other grades of classification? 
As I understand it, this sensitive and nonsensitive classification should 
not necessarily reflect on a man’s character. It may be important 
that only 3 or 4 people need know certain information on a specific job. 
In the Army it is not always necessary that everyone know the jump- 
off moment of an attack except the man who is going to blow the 
whistle and his functional staff. 

Mr. Bauauman. That is true. Those sensitive positions mostly 
cover the employees who have top secret information or access to top 
secret information. 
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Mr. Sreminski. | wonder if we could develop in public relations 
an appreciation of this situation; what rests well with the public 
generally goes well with the Government. This distinction of sensi- 
tive versus nonsensitive highlights a job and its functions rather than 
an individual and his capacity to keep a secret or not keep a secret. 
It is not known how many men in Europe or England knew jumpoff 
time on D-day in 1944. Nobody ever questioned who had the right 
to know that moment. One officer talked and was immediately sent 
home. Today, in the Department of the Army, in the infantry, 
there appears to be no complaint about not giving all sensitive in- 
formation to even our most trusted and decorated officers; in the 
infantry, it is accepted that the fewer people know about sensitive 
information, the more likely will the success of a mission be. That 
appreciation in the Federal Government, will, I am sure, promote 
first-rate performance. It will take the implication of mistrust off a 
man. Nonexposure to sensitive information should not reflect on 
his integrity. We have got to get that point over, Chief. The 
infantry has. 

Mr. BauGuman. Mr. Sieminski, that is one of the instructions we 
insist the agents follow in making investigations, to point out to per- 
sons being interviewed that this employee is not necessarily under in- 
vestigation because of suspicion or some wrongdoing, but because he 
holds a job that is sensitive. In other words, he might have access 
to something that is top secret in defense. Quite often in a neighbor- 
hood check investigators will make themselves very mysterious and 
the next thing we know the neighbors want to know what that 
employee has done. I think we make our purpose very clear. 

Mr. Sreminski. Thank you very much. To rephrase it, it is not 
necessary to have but one referee behind the plate to call strikes and 
balls, and in many functions of our Government only 1 or 2 men or 
departments need know certain information. Nobody in America 
says you discriminate against people in the grandstand because they 
don’t have the referee’s spot. In our Government, the fact you are 
not given secret information does not mean you are not trusted. 

Mr. Baveuman. That is correct. 

Mr. Stemtnski. Thank you. Let’s put that across the plate, swift 
and clean, for all to know. 

Mr. Canrreitp. Any further questions? 
Thank you very much. 
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SUBCOMMITTEE ON DISTRICT OF COLUMBIA APPROPRIATIONS 


EARL WILSON, Indiana, Chairman 


CHARLES W. VURSELL, Illinois W. F. NORRELL, Arkansas 


OAKLEY HUNTER, California M. FERNANDEZ, New 


Turspay, Marcu 16, 1954. 


DISTRICT OF COLUMBIA 


WITNESSES 


HON. SAMUEL SPENCER, PRESIDENT, BOARD OF COMMISSIONERS, 
DISTRICT OF COLUMBIA 

WILLIAM G. WILDING, DEPUTY BUDGET OFFICER, DISTRICT OF 
COLUMBIA 

SCHUYLER LOWE, DIRECTOR OF GENERAL ADMINISTRATION, 
DISTRICT OF COLUMBIA 

HENRY F. HUBBARD, PERSONNEL OFFICER, DISTRICT OF 
COLUMBIA 


Mr. Vursett. The committee will come to order. 

We have before us for consideration today a supplemental appro- 
priation request for the District of Columbia totaling $6,140,599. 

I think it might be well to include in the record the language 
from the supplemental budget request that we are considering. if 
there are no objections, that will be done. 

(The information is as follows:) 


DISTRICT OF COLUMBIA 
COMPENSATION AND RETIREMENT FunD EXPENSES 


District Government retirement and relief funds 


For an additional amount, fiscal year 1954, for “District Government retirement 
and relief funds,”’ $140,000. 
PUBLIC SCHOOLS 


General administration, supervision and instruction 

For an additional amount, fiscal year 1954, for ‘‘General administration, 
supervision and instruction,” $1,575,000. 
Vocational education, George-Barden program 

For an additional amount, fiscal year 1954, for ““Vocational education, George- 
Barden program,” $24,500. 


METROPOLITAN POLICE 


For an additional amount, fiscal year 1954, for ‘Metropolitan Police,” 
$1,800,000, of which $270,000 shall be payable from the highway fund. 


FIRE DEPARTMENT 

Salaries and expenses 

For an additional amount, fiscal year 1954, for ‘‘Salaries and expenses, Fire 
Department,”’ $708,351. 

COURTS 

United States courts 

For an additional amount, fiscal year 1953, for “United States courts,” 
$37,535.54. 
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NATIONAL CAPITAL PARKS 


For an additional amount, fiscal year 1954, for ‘‘National Capital Parks,’ 


PERSONAL SERVICES, WAGE-SCALE EMPLOYEES 


For pay increases for wage-scale employees, to be allocated by the Commissioners 
of the District of Columbia to the appropriations and funds of said District for the 
fiscal year 1954 from which such employees are properly payable, $1,209,000, of 
which $143,700 shall be payable from the highway fund and $233,800 from the water 
fund; said increases in compensation to be effective during the period beginning with 
the first day of the first pay period which began after June 30, 1958, for per diem 
educational employees of the Board of Education, and beginning with the first day 
of the first pay period which began after September 15, 1953, for other wage-scale 
employees of the District of Columbia: Provided, That no retroactive compensation 
or salary shall be payable in the case of any individual not in the service of the munic- 
ipal government of the District of Columbia on the date of approval of this act, except 
that such retroactive compensation or salary shall be paid in the case if a deceased 
officer or employee, or of a retired officer or employee, for services rendered after the 
effective date of the increase. 


AND SUITS 


SETTLEMENT OF CLAIMS 


For the payment of claims in excess of $250, approved by the Commissioners 
in accordance with the provisions of the act of February 11, 1929, as amended 
(45 Stat. 1160; 46 Stat. 500; 65 Stat. 131), $21,624.88. 


JUDGMENTS 


For the payment of final judgments rendered against the District of Columbia, 
as set forth in House Document No. 353 (83d Cong.), $222,217.16, together with 
such further sums as may be necessary to pay the interest at not exceeding 4 
percent per annum on such judgments, as provided by law from the date the 
same became due until the date of payment. 


Amount of Costs 


judgment Total 


American Security & Trust Co., a corporation, with interest 
on $70,028.80 at 4 percent per annum from Jan. 14, 1947, to | 
Oct. 18, $83, 336. 38 $157. 25 $83, 493. 63 

The Washington Loan & Trust Co., with interest at 4 percent 
per annum on $9,814.79 from Dec. 31, 1946, to Oct. 18, 1951; 
on $9,814.80 from Mar. 31, 1947, to Oct. 18, 1951; on $11,389.73 
from Sept. 29, 1948, to Oct. 18, 1951; and on $11,389.74 from 


Mar. 30, 1949, to Oct. 18, 1951- 48, 619. 23 142. 00 48, 761. 23 
National Savings & Trust Co., with interest at 4 percent per | 
annum on $10,323.97 from Mar. 24, 1948, to July 9, 1953_ WBA 1...in ais 12, 507. 57 
American Security & Trust Co., with interest at 4 percent 
per annum on $53,723.07 from Sept. 28, 1948, to June 13, 1953 63, 996. 76 31.00 64, 027. 76 


The Second National Bank of Washington, a corporation, 
with interest at 4 percent per annum on $10,606.04 from Jan. 
15, 1947, to July 17, 1953- Sf eee 13, 363. 02 

Ww. W. Chambers, Sr., and W. W. Chambers, Jr., trading as | | 


221, 822. 96 222, 217.16 


AUDITED CLAIMS 


For an additional amount for the payment of claims, certified to be due by 
the accounting officers of the District of Columbia, under appropriations the 
balances of which have been exhausted or credited to the general fund “ the 
District of Columbia as provided by law (D. C. Code, title 47, sec. 130a), being 
for the service of the fiscal vear 1951 and prior fiscal years, as set forth in House 
Document No. 353 (83d Cong.), $333,369.63, together with such further sums 
as may be necessary to pay the interest on audited claims for refunds at not ex- 
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ceeding 4 percent per annum as provided by law (act of July 10, 1952, 66 Stat. 
546, see. 14d). wer 


Salaries and expenses, Gallinger Municipal and Tuberculosis Hospi- yom 
tal, District of Columbia, 1947______- 
Salaries and expenses, Collector's office, District of C olumbia, 1949, SUP. 
refunds. 
Salaries and expenses, Collector’s ‘office, District of ‘Columbia, 1950, 
refunds 
Salaries and expenses, Collector’s ‘office, ‘District of Columbia, 1951, 
refunds. aa 
General administration, ‘superv ision and instruction, public schools, 
District of Columbia, 1951 
ne and expenses, Metropolitan Police, District of Columbia, 
Operating expenses, - Department of Corrections, District of Colum- 
bia, 1951 326, 546. 36 
Operating expenses, Sewer Division, Public Works, District of Colum- 
bia, 1951 wre 99. 66 


333, 369. 63 


DIVISION OF EXPENSES 


The sums appropriated in this act for the District of Columbia shall, unless 
otherwise specifically provided for, be paid out of the general fund of the District 
of Columbia, as defined in the District of Columbia appropriation acts for the 
fiscal years involved. 

The Commissioners of the District of Columbia have submitted the above 
proposed supplemental appropriations to the Bureau of the Budget with the 
statement that such amounts are required to meet contingencies which have 
arisen since the transmission of the budgets for the fiscal years involved. 

These proposed supplemental appropriations will not result in an increase in 
1954 expenditures or new obligational authority as reflected in the 1955 budget 
since each of these supplementals was either specifically forecast or covered in 
the reserve for contingencies. 

Mr. Vursexu. I note we have Commissioner Spencer with us, and 
I wonder if you would like to say anything at this time, Commissioner? 

Commissioner Spencer. Mr. Chairman, I have no statement that 
I wish to make. I would just like to thank the committee on behalf 
of the District of Columbia for this opportunity of appearing before 
you. I think as far as I am concerned, we might as well move right 
into the justifications for the individual items. 

Mr. Vurseuu. I presume that Mr. Wilding will present the case 
for the Commissioners and give us the justification for the amounts 
requested. Mr. Wilding, you may proceed. 


GENERAL STATEMENT 


Mr. Witpina. Mr. Chairman, the total of $6,140,599 transmitted 
in this document is made up for the most part of salary increases 
which were legislated in the last session in Public Laws 74 and 189, 
respectively, for policemen, firemen, and school teachers, and of that 
total, $4,176,851 is for the payment of these salary increases pursuant 
to the two laws mentioned. 

In addition, and also pursuant to the provisions of Public Law 74, 
there is included $140,000 for an additional amount to pay the in- 
creased relief and allowances to retired policemen and firemen 

The principal other item in the bill is that for increased wages to 
wage scale employees, and amounts to $1,209,000. 

The question of course always is, is there money in the District 
revenues to pay for these increases? In answer to that, these increases 
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were all included in our estimated expenditures for the present fisca 
year, as shown in the 1955 budget. 


SUPPLEMENTAL ESTIMATES CHARGEABLE TO SEVERAL DISTRICT FUNDS 


In the statements contained in the budget as transmitted to the 
Congress, sufficient money is available for the purposes contained in 
this submission. 

Without reading it off to the committee, it is possible | might supply 
at this point a statement showing the estimated amounts chargeable 
to the several funds, the general fund, highway fund, and water fund, 
respectively and the actual amount included in these estimates, re- 
vealing an actual amount of $15,870 below the estimated amount con- 
tained in the budget as transmitted to the Congress. 

Mr. Vursewu. For the benefit of the record, this $15,000, do I 
understand you to say, is more than is necessary, and if so, that amount 
can be reduced from the request? 

Mr. Wiupina. No, sir. The $15,000 is the difference between what 
we estimated to be necessary in order to pay supplemental estimates 
due to these laws which I have cited, and other estimated supple- 
mentals and this submission. The result is that we are $15,000 under 
the amount which we estimated to be necessary. However, I regret to 
bring this fact out, namely, that we are now situated on that fateful 
day of the 15th of March, and only 1 day over it, and we still have 3% 
months to go in this fiscal year, durmg which time in the conduct of a 
municipality many problems arise, and all those problems usually get 
right down to the point of needing some more money for something. 
Whereas we made provision for estimated miscellaneous supplemental 
estimates for this year of what we envisioned at that fime to be an ade- 
quate amount, we are now down to the point where we only have 
$15,000 left for the rest of the year, unless there is a revision of esti- 
mates of revenue which, of course, also is possible. However, the 
amount of the estimated appropriations which are submitted to this 
committee have been brought down to as close a point of accuracy as 
we can at this time. 

Mr. Vurseuu. Can we have a copy of that so that we might take 
a quick look at it? 

Mr. Witpina. Yes, sir. 

Mr. Vursetu. Without objection, the estimate will be inserted in 
the record at this point. 

(The information is as follows:) 
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The total of the supplemental estimates of appropriation contained in the 
accompanying proposed submission is $6,140,598.21, chargeable to the several 
funds of the District of Columbia as follows: 


$5, 493, 098. 21 


In the 1955 budget there was shown as “proposed for later transmission’’ for 
the fiscal year 1954 a total of $6,156,469.00 (see page 949). This amount was 
indicated to be chargeable as follows: 


The amount of the proposed transmission, compared with the 1955 budget 
estimate for that purpose, is as follows: 


Fetimated 1066 . $6, 156, 469. 00 


A comparison by funds is as follows: 


General fund, estimated. $5, 542, 469. 00 


Proposed submission -- - - 413, 700. 00 


This underestimate of proposed supplementals for the water fund is more 
than covered by the estimated unappropriated surplus in the water fund. 

Mr. Vursetu. Did you tell us how much we ty for each 
item for which salary funds are requested, and how much has been 
obligated for each to date? 


RETIREMENT AND Rewier Funps 


Mr. Witpina. Taking the first item, sir, the item for District 
Government retirement and relief funds, that is the item which is 
submitted pursuant to Public Law 74, known as the Policemen and 
Firemen Salary Increase Act of last June, the amount appropriated 
for this particular purpose was $4,150,000. The amount of obliga- 
tions for the first 6 months, that is, through December 31, 1953, is 
$2,092,801, and it is estimated that obligations for the last 6 months 
will be $2,197,199, or a total for the whole year of $4,290,000, thus 
leaving an estimated deficit, for which this estimate of appropriation 
is submitted, of $140,000. 
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Pusiic ScHooLs 


The next item, namely for general administration, supervision and 
instruction, public schools, $1,575,000. 

Mr. VursE.t. If you could be interrupted at this point, can you 
give us the estimate of about what you have used in the first 2 months? 
Mr. Wixpina. The first 2 months of the present calendar year? 

Mr. Vurseuu. Yes, approximately. 

Mr. Wixp1ne. May I furnish that for the record? I do not have 
that with me. 
(The information requested is as follows:) 


Obligations: 


Mr. Vursety. What we are trying to get at is how fast these 
funds are going, so we can get an idea of where we are going to end. 

Mr. Wixprina. Yes, sir. We also want to ascertain we have here a 
close estimate. May I call to your attention also the fact that 
whereas we estimated in the budget $333,000 for the item we have 
been discussing, namely, the policemen and firemen’s pensions, we 
are actually submitting an item of $140,000. Our estimate in the 
budget was obviously too high, and now that we have had 8 months’ 
experience, we have gotten down to this figure of $140,000, which 
is half of what we estimated, understanding that those figures were 
estimated last fall, when we did not have any very close basis on which 
to estimate this very difficult item to forecast, namely, that for 
pensions for policemen and firemen. There is such a change in the 
pension roll from month to month. The pension roll is made up in 
part of amounts paid to widows and orphans, and it is very im- 
portant that we do not allow this fund to become depleted so that 
at the end of the year there is a hiatus between the due time of 
payment and the actual payment. 

We are confident, however, that this $140,000 will be sufficient. 

Mr. Vursetu. That closes this item here pretty well. Are there 
any questions on the part of the other members? 


POSSIBILITY OF TRANSFERRING FUNDS 


Mr. Norre.u. Is there any way you can make these payments 
out of transfers of money that may not be used for the activity that 
it was appropriated for? Is there any way to make the payments 
without the supplemental appropriation? 

Mr. Witpine. Later in the year it is possible that when we are 
more certain of what an unexpended balance in a given appropriation 
would be, we would be able to make such a suggestion or recom- 
mendation. We have now no certain knowledge of any amounts 
that we would have available. 

Mr. Norreu. You cannot foresee it at this time? 

Mr. Witprna. No, sir. For example, the total of this submission, 
the $6,100,000-odd, is to be compared to the normal saving which 
we make in our budget of $1,800,000, and always less than $2 million. 
Obviously we could not save all of it. 

Mr. Norreu. The reason for the supplement is that the act of 
Congress was passed last year after you made up your regular budget? 
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Mr. Yes, sir. 
Mr. Norretu. That is all I have on this point. 

Mr. Vursetu. Now, if you will take up the next subject, “Public 
schools.” 

Mr. Witprnc. There are two items under ‘Public schools,” Mr. 
Chairman. The first relates to the very large appropriation of approxi- 
mately $20 million as contained in the annual appropriation act for 
general administration, supervision, and instruction. That pays all 
the operating expenses of the schools and the salaries of some 3,800 
teachers. The amount which is requested here for the purpose is 
$1,575,000. The appropriation under this general heading of ‘‘Genera| 
administration, supervision, and instruction” for the fiscal year 1954 
was $19,730,000, and was apportioned in such a manner that we 
could pay the increases beginning last July 1. That is to say, in the 
fourth quarter there is a very much smaller apportionment. Teachers 
are paid in 10 equal payments during the year, rather than in the 
same manner as other employees are paid. 

Mr. Hunter. How do you arrive at the figure of $8,235,802? | 
notice the obligation for January and February is $2,030,053 and 
$1,900,323, respectively. If you multiply the rate of obligation for 
January, which is the larger of the 2, by 4, you get a total of 
$8,120,212. Apparently some other formula was employed in esti- 
mating the requirements for the last 4 months. Will you explain to 
me how you arrive at that figure? 

Mr. Wixprina. Obligations for the first 6 months, July through 
December, of course, only included payment of salaries of teachers 
beginning with September. Only four payments were made in that 
period. The amount of the obligations for that period was $9,138,822. 
As indicated in the justification the rate of obligation for January and 
February respectfully, as you pointed out, was $2,030,000 and 
$1,900,000. 

Mr. Hunter. You have 4 months to go and you estimate that at 
$8,235,802. Iam wondering how you arrived at that figure. 

Mr. Wiiprna. In the second half of the fiscal year there are 6 
payments made to schoolteachers, where there were only 4 made in 
the first half, and again I invite your attention to the fact that under 
the provisions of the law the teachers are paid on a basis of 10 payments 
during the year, and not on a monthly basis. Actually they are paid 
once a month, but one-tenth of their salary. The amount to be paid 
in the last half of the year is almost half again what it would be in the 
first half, or it seems to me it would be. The statement here is that 
to continue obligations to the end of the year and maintain current 
services will require $8,235,000 as against the $9,138,000 in the first 
4 months, really, or the first 4 payments of the fiscal year ending 
December 31. So in the second half or the period beginning January 
1 and ending June 30, we will have approximately $12 million to pay 
out. This $8,235,000 is the amount which will be needed from the 
end of February through June. , 

That will be requiring an additional $1,575,000 over the amount 
which is now available in the appropriation, all of which is as IT have 
indicated pursuant to the provisions of Public Law 189. That has 
beeo, I believe, very carefully worked out and I assure the committee 
as far as the budget office is concerned, we are as anxious to hold these 
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funds down as the committee is. We have been trying to show the 

honorable gentlemen of the committee and the Congress the District 

of Columbia needs more money, and we certainly are going to be very 

rie al about the way in which the money is spent that we now 
ave. 

Mr. Hunter. I am trying to determine why it is that the rate for 
the last 4 months is going to exceed the rate of obligation for January. 
There is, I presume, a sioenibte explanation for it. I just thought it 
would be well to have such an explanation in the record, because the 
figures do not add up as they appear here. 

Mr. Wixprina. You have indicated that for January the obligation 
is $2,030,000, whereas for the last 4 months we will need $8,235,802. 

Mr. Hunter. Yes, which is more than four times the rate for 
January, Iam not questioning the need for the funds, but I believe 
it would be well for the record to show how the figure was arrived at. 

Mr. Witprna, There is a difference of $115,000 between the pro- 
jection of the January obligations and the amount indicated here as 
being necessary for the last 4 months. That is an amount which has 
been furnished us by the school authorities based on their obligations 
to date, and those which they contemplate for the last 4 months. 
There is a slight difference, I believe, in the amount which they will 
need from that which was used in January. It is entirely possible— 
as the president of the Board of Commissioners has just indicated to 
me—that they contemplate taking on additional teachers inasmuch 
as they have been hard put to it. 

Mr. Hunter. I think we could get an explanation for the record. 

Mr. WitpinG. May I be permitted the privilege of getting what I 
am sure you will find is an adequate explanation aa placing it in 
the record? 

Mr. Hunter. Yes, if you will. 

(The information is as follows:) 

The rate of obligations for each of the remaining 4 months will exceed that of 
the 2 preceding months due to the employment of 32 teachers in February for 
division 2 which had been held vacant since September and the anticipated 
obligations for supplies and equipment which remain in the first and second 
quarter apportionments. It should also be noted that the charge for temporary 


payrolls is made 1 month later than the month actually employed, therefore, the 
charge for the month of June will include charges for 2 months. 


32 teachers 
Temporary (June) 
Supplies and equipment 


122, 000 


Mr. Vurss.u. Mr. Wilding, it might help clarify this point if you 
can give us now, and if not now later for the record, the monthly pay- 
ments beginning with July through December, month by month, in- 
sofar as the outgo on this particular item is concerned. 

Mr. Witp1na. If I may be permitted, I will put that in the record, 
Mr. Chairman. I actually had a statement here with that in it, but 
donidet not to bring it with me because I did not think we would 
need it. 

Mr. Vurse.u. Then we will wait for it in the record. 
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(The information is as follows:) 


2, 098, 888 


VOCAIIONAL EDUCATION 


Mr. Vurse.u. Now, do you desire to discuss the vocational educa- 
tion part? 

Mr. Witpina. This is a separate appropriation and is submitted 
here separately because of that fact. The item for the George-Barden 
program of vocational education is submitted here in the amount of 
$24,500, and that is based upon obligations for the first period of the 
year July through December of $146,757, and the estimated obliga- 
tions from January 1 to the end of the fiscal year of $146,143, making a 
total of $292,900, and the amount appropriated for this purpose for 
the fiscal year 1954 was $268,400, leaving the amount of this estimate 
which is needed to continue this service for the rest of the fiscal year, 
namely, $24,500. 

Po.ice DePpARTMENT 


Mr. Vursetu. Now, may we take up, Mr. Wilding, the Metropoli- 
tan Police item. 

Mr. Witp1na. This item in the amount of $1,800,000, as IT have 
indicated, is necessary in order to pay increases which were provided 
for under Public Law 74 of the 83d Congress effective July 1, 1953. 
The actual obligations for the first 6 months were $6,184,425, and the 
anticipated obligations to the end of the year are $6,424,258, making 
total obligations for the full year of $12,608,683, indicating a need for 
$1,800,000 in order to pay salaries of policemen and firemen for the 
entire year. 

For the last 6 months the increase in obligations is due mainly to 
the decrease in the vacancies in the police department of 239 to the 
number of vacancies which exist at this time, namely, 166. As we 
have indicated in the wording of the item, 15 percent of this item is 
chargeable under provisions of existing law to the highway fund. 

Mr. Hunter. What is the minimum beginning salary in the police 
department? 

Mr. Witpina. Under this law, $3,900 is the beginning salary. 

Mr. Hunrer., Is that for a 48-hour week? 

Mr. Wiutpina. No, a 40-hour week. 

Mr. Hunter. It is a 40-hour week and the minimum beginning 
salary is $3,900. 

Mr. Witpina. Yes. 

Mr. Lower. Mr. Chairman, might I give an off-the-record ampli- 
fication of that discussion about the police? I believe you wanted 
this off the record. 

Mr. Hunter. Yes. 

(Discussion off the record.) 
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Mr. Fernanpez. The statement that the increase in obligations for 
the last 6 months is due mainly to the decrease of vacancies from 239 
to 166 simply means that you have more employees than you had in 

Mr. Wiprna. Yes, sir. In September there were 239 vacancies, 
and at the present time there are 166. 
Mr. Hunter. You realize a net increase of 73 employees. 


Mr. WILpDING. Yes. 


Fire DepartTMENT 


Mr. Hunter. We will proceed then with the fire department. 
Mr. Wiupinec. The amount submitted here is $708,351, and is for 
the additional amount necessary to pay the salaries of firemen under 
the provisions of the same law as that which we were mentioning, 
namely, Public Law 74 of the 83d Congress. 

The appropriation in the 1954 Appropriations Act for the fire depart- 
ment was $5,307,841. The actual obligations for the first half of the 
fiscal year 1954 were $3,012,505, and basing our estimate on this 
experience in the first 6 months it is estimated that for the last 6 
months of the year $3,003,687 will be required, indicating the need 
for the $708,351, which is submitted in this estimate. 

Mr. Hunrer, In this case the estimate for the second half is 
$9,000 less. 

Mr. Wixp1ne. Very close, because the fire department is not in 
the same situation as the police department in building up vacancies 
which they have had. Their vacancies have been pretty level. 
They have very few vacancies. I do not know the exact number at 
the present time, but they are very, very small in number compared 
to the police department. 


Courts 


Mr. Hunter. We will proceed to the item entitled, ‘“Courts”’. 
Mr. Wiup1rnea. This is an actual deficiency and is for reimbursement 
to the United States for services rendered by the Judiciary and the 
United States District Court for the District of Columbia. The 
services rendered by them for the period ending June 30, 1953, that 
is for the last quarter of the fiscal year 1953, amounted to $171,422.18, 
and the amount which was paid by the District of Columbia under 
the appropriation item contained in our annual act for 1953 was 
$133,886.64, leaving a balance due to the Treasury of the United 
States of $37,535.54, for which this estimate is submitted. This is a 
deficiency item and not a supplemental item. 

Mr. Vurse.u. If there are no questions now we will turn to the 
National Capital Parks item. 


CapiraL Parks 


‘Mr. Witpine. This item of $69,000 is submitted in order to pay 
the salaries of park police whose salaries are paid from the appro- 
priation for the National Capital Parks contained in the District 
Appropriation Act, and is covered under the same Public Law 74 as 
that for policemen and firemen. The amount which they have avail- 
able for 1954, $2,810,115, has been decreased by actual obligations 
for the first 2 quarters, the first half of the fiscal year 1954, of 
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$1,435,148, and on the basis of that experience it is estimated that 
there will be needed for the last half, or the last 2 quarters of the fiscal 
year, $1,443,967, or a total for the year of $2,879,115. 

In order to pay these increased costs under this public law we 
would need this $69,000 which is here requested. 

Mr. Vursetv. Are there any questions on this item? 

Mr. Fernanpezz. I have one question. In view of the fact that 
the salaries were increased and you knew about the increase quite 
early in the year was any effort made to stay within the appropriation 
by not filling vacancies or was that impossible? 

Mr. Witpina. No; we pay the bill but this item is under the 
Secretary of the Interior, but we pay the bill. But even for the items 
for the policemen and firement of the District of Columbia—— 


OVERTIME 


Mr. Vursetyi. May I ask at this point, does this amount include 
only salaries? 

Mr, Wivpina. This is only for salaries. 

Mr. Vursewv. Or does it include salaries and overtime? 

Mr. Wixprna. No, we are asking no appropriation for overtime 
whatever. I am not unmindful of the fact that I have not finished 
answering the gentleman’s question, but I will finish it in just a 
moment. ‘There is no overtime included in any amount which we 
submitted in this document. As a matter of fact, under the law 
which has been in effect for several years we pay overtime to members 
of the Metropolitan Police force as long as there are vacancies on 
that force, and we are unable to get the men to fill the vacancies and 
we are authorized under that law to pay a man who has already 
worked 5 days to work a sixth day. What is in effect overtime, but 
there is no such a thing as overtime here. 

May I answer the question Mr. Fernandez asked? 

Mr. Vurse.t, I did not know a question had been asked. 

Mr. Witpine. The question was whether or not an effort was 
made knowing that these increases were going into effect to repress 
the filling of vacancies. No, sir, we would not have felt that it was 
the desire of Congress or any intent in this act increasing the salaries 
to keep within the amount of the appropriation which was already 
made for the year on the basis of the old salaries inasmuch as the 
new act eovided for new salaries, and it was known at the time that 
we got the oak quero for this year that this salary increase act 
was going through. As a matter of fact, the actual signing of the 
salary increase act was prior to the signing of the appropriations act, 
I believe, or it was very close. Rather, the other effort has been 
made, in respect to metropolitan police, to fill the vacancies as you 
have seen from the 239, 

Mr. Fernanpez. My question was addressed only to this National 
Capital Parks, which is under the Department of the Interior. In the 
Federal Government they have been trying to reduce employees, and 
it seemed to me that they might have been able to do that so far as the 
National Capital Parks is concerned. But no effort was made to 
reduce the re ia by attrition insofar as the National Capital 
Parks is concerned. 
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Mr. Witpinc. May I say that this amount for National Capital 
Parks is solely for the salaries of Park Police and not for civilians 
employees. 
Mr. Fernanpez. I understand. The answer is ‘‘No’’, anyway. 
Mr. Wixprnea. I could not answer as to National Capital Parks. I 
do not know what their effort has been. 
Mr. Fernanpez. The answer is ““No”’. 
Mr. Wrixprna. I think the answer is ‘‘No”’; yes, sir. 


Pay Increases, Wace Scare Empioyess 


Mr. Vursetu. If not, we will proceed with the next item, pay 
increases, 

Mr. Witpina. The next item is for pay increases of wage-scale 
employees amounting to $1,209,000, and as indicated these funds are 
needed to enable the Commissioners to pay retroactively to the first 
day of the first pay period beginning after September 15 for wage 
scale employees under the Commissioners and for the first pay period 
following June 30, 1953, for per diem employees of the public schools. 
This total amount of $1, 209,000 is to be allocated by the Commis- 
sioners in accordance with the setup as indicated here on page 7 of 
the justifications. 

he genesis of the pay increase for the per diem wage scale em- 
ployees could, I believe, best be brought out by our personnel officer, 
Mr. Henry Hubbard, who would be a more appropriate witness on 
this question. 

Mr. Vursett. I would suggest that we make page 7 here a part of 
the record at this point. If there is no objection, we will do that. 
(The information referred to follows:) 


Pay Increases, WAGE-ScaLe District or CoLumBiA, $1,209,000 


These funds are needed to enable the Commissioners to pay wage-scale employ- 
ees retroactively to the first day of the first pay period beginning after September 
15, 1953, for pay increases recommended by the Wage Scale Board and approved 
by. the Commissioners September 14, 1953. The allocation of these funds will 
be as follows: 


Department of Buildings and Grounds__________-___-_-__----_- Bir 9, 200 
Department of Sanitary Engineering. -_-..............----------- 655, 000 
Miscellaneous trust fund, deposits. 8, 700 
Repairs and improvements, working use, 88, 500 


Mr. Lowr. Mr. Chairman, in connection with incorporating page 

7 in the record, Mr. Wilding in his testimony brought out one omission 
in the text of that page which is that for all of these increases except 
one group the effective date is September. However, for the Board 
of Education per diem employees, the effective date is the first pay 
period after July 1, because that is a parallel wage increase to a statu- 
promotion given teachers and school officers by the Congress 
which also began July 1 last year. That is the reason for the dis- 
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tinction between the 2 dates, but through oversight the 2 dates do not 
atest in this statement which you just inserted in the record. 

Mr. Vurse.i. You may proceed. 

Mr. Hussarp. As you gentlemen probably know, the Board of 
Commissioners has something more than 3,000 wage-scale employees 
in the District of Columbia. These are also known as blue collar or 
hourly workers, and consist of laborers, mechanics, truckdrivers, fore- 
men, and similar occupations. Most of these employees are concen- 
trated in the Department of Sanitation, Department of Highways, 
Department of Buildings and Grounds. 

I might add that those three departments under the Board of Com- 
missioners have the most employees. You will also note on page 7 
such groups as the Washington Aqueduct and the National Capital 
Parks which do not come under the administration of the Board of 
Commissioners. They are sizeable amounts over which the Com- 
missioners do not have direct control. 

I might add at this point, for example, the Washington Aqueduct 
employees have already received an increase. That is automatic 
with them as it takes effect in the Army. 

The Board of Commissioners determines rates of pay for these 
employees on a prevailing wage basis. The Board of Commissioners 
has established a Wage-Scale Board to study the local wage-rate 
situation from time to time, and to assist and advise the Board of 
Commissioners on the establishment of rates of pay for wage-scale 
employees. The Wage-Scale Board consists of 8 members, who are 
District officials and under whom the largest number of wage-scale 
employees work, and 3 employee representatives. That is, 3 out 
of the 8. The personnel officer of the District of Columbia is chairman 
of the Wage-Scale Board. 

The Classification and Wage Administration Division of the 
Personnel Office does the necessary leg work, staff work, and also 
—_ as adviser to the Board. We have the director of that Division 
with us. 

District wage-scale employees received their last wage adjustment 
in July of 1951, almost 3 years ago. This occurred as a part of a 
general pay increase for Federal and District employees at that time. 

Early in 1953, almost a year ago, the Classification and Wage Ad- 
ministration Division made a survey of the prevailing wage rates in 
this area. This consisted of job- and wage-rate data from Federal 
departments and agencies employing wage-scale type of workers do- 
ing the same kind of work, and also from private employers. In an- 
alyzing the data collected, it was found that very substantial pay in- 
creases had been granted since July 1951 by most employers, Federal 
and private, from whom the data was obtained. A report of find- 
ings was made to the District Wage Scale Board for its deliberations. 

The Wage Scale Board carefully considered the data at a series of 
meetings from May 25 to July 1, 1958, at which time it made a 
unanimous recommendation to the Board of Commissioners for a 
basic 18-cents-an-hour increase, and adjustment of rates between 
steps from 3 to 5 cents. In other words, a little more of a margin 
between each successive step at the unskilled-labor level, and from 5 
to 7 cents an hour at the foreman level. These were fully justified 
by the data collected, and were based on the most conservative inter- 
pretations on the data possible. 
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At this time the Army, Navy, and Air Force, the largest employers 
of wage-scale-type rs in this area, had already granted two 
pay increases since July 1951. So there was already a substantial 
timelag for the District of Columbia wage-scale employees. In 
addition to the recommendation for pay adjustment, and in recogni- 
tion of the fact that an increase in rates was overdue for District 
wage-scale employees, the wage-scale board expressed its concern 
at previous delays and lags in actually adjusting the new rate schedules 
after they had been approved by the Board of Commissioners. The 
wage-scale board urged early consideration and adoption of the new 
rules by the Board of Commissioners. The Citizens Advisory Council 
next considered the wage-scale board findings and recommendations, 
and recommended that the Board of Commissioners adopt the pro- 
posed increases. 

The Board of Commissioners then considered the reports and 
recommendations of the wage-scale board and the Citizens Advisory 
Council, and by order of September 14, 1953, approved the new wage 
schedule which is being considered by your committee. 

The new wage schedule was approved to become effective on the 
beginning of the first pay period after September 15, 1953, conditional 
upae the securing of additional appropriations to provide the necessary 
unds. 

On the part of employees paid at prevailing rate bases the Board of 
Commissioners feels a moral obligation to maintain such rates on a 
reasonably current basis insofar as the District’s critical financial 
situation will permit, and in this connection also realizes that half or 
more of the employees in this group are at the lowest economic sta- 
tion, in fact at a bare subsistence level, and their need is great. 

I am referring there to the ordinary laborers, and not the skilled 
laborers. 

The Board of Commissioners was also prompted by the need to 
pay rates sufficiently adequate to recruit and hold employees, to main- 
tain the many essential services performed by these wage-scale em- 
ployees. In view of the fact that an increase for this group is justified 
on the basis of the locality practice, is well deserved and long overdue, 
the Board of Commissioners strongly recommends the committee’s 
favorable consideration of the request for the additional funds neces- 
sary to place the new schedule in effect as approved last September. 

might just add to this that the Board of Commissioners has the 
authority for this group, unlike the Classification Act positions, to 
actually set the rates. It is only a question of lack of money. As an 
example, if the rates were to be adjusted downward that could be 
done automatically as of that day or the next day. If the amount 
were to be increased very slightly, perhaps 1 or 2 cents an hour, it 
could be done perhaps through absorption. But in view of the 
amount involved, an average of about 18 cents per hour per employee, 
this recommendation was made in the present form. 


TOTAL FOR PERSONAL SERVICES 


Mr. Norre t. I believe this item includes the salary increases both 
for those fixed by the wage-scale board as well as those fixed by 
statute. This is a total of the last item to be considered under the 
personnel increases under the two acts of Congress passed last year. 
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Mr. Hussarp. That is right. 

Mr. Norretu. How much of these increases are caused by the in- 
creases allowed by Congress by these two acts passed last year, 
Public Laws 74 and 189? What did the total of that increase amount 
to! 

Mr. Hussarp. You are speaking of the police and firemen and the 
schoolteachers? 

Mr. Norre.u. Just approximately. I do not want you to give it 
accurately. 

Mr. Hupsarp. I think he has that accurately. 

Mr. Wixp1nG. $4,316,857 for the pay increases for policemen, fire- 
men, school teachers, and pensions. 

Mr. Norrey. That is the total? 

Mr. Wipine. Yes, sir. That is the total for pay increases under 
the two acts of Congress you mentioned. 


AMOUNT OF COSTS ABSORBED 


Mr. Norretit. How much of that could you pay by virtue of 
vacancies and money that you had for that purpose under your 
regular appropriation? Are you asking a supplemental appropriation 
for the entire amount, or are you asking us to give you an appropria- 
tion for that which you have been unable to absorb? 

Mr. Wixp1na. We are asking for an appropriation for the amount 
necessary over and above that which we can absorb. We have not 
done much in the way of absorbing. In the case of the public schools 
where we had estimated at the time of the submission of the budget 
document $1,677,000, we have submitted here an estimated $1,599,618, 
which is some slight saving. 

In the case of the Police Department, we had estimated $1,800,000, 
and we have submitted an item in that amount. 

Mr. Norre tu. In addition to that you are absorbing yourself? 

Mr. We are making some absorption yes, sir. 
I will say it is not very much. e are not able to save very much. 
We do not have the savings to put into such a vast increase as tlvis. 
It is a large increase for such a small organization as the District is. 
The District is small in every way. Its appropriations are relatively 
small compared to those that you are accustomed to handling here 
in the billions for big Federal agencies. 

Mr. Norre.u. The total you are asking for here is $4,316,351. 

Mr. That is right. 

Mr. Norrett. I was trying to find out without making a long 
record what proportion of the increases you were able to take care 
of out of present appropriations. To sum it up so that you can 
understand it, you testified that the total increases would amount to 
$3,536,851, whereas the request that you make, if I have figured 
correctly, total $4,316,351. 

Mr. Winprne. Yes, sir. You have included in there the $140,000 
for the pensions. May I correct another figure, Mr. Norrell. | 
sincerely regret having given you those figures. 

Mr. Norre.u. Yes, of course. 

Mr. Wiupinea. I have mistakenly given you a wrong figure because 
I have a transposition here. The proper total including $140,000 
for pensions, is $4,316,000, which is the figure you have there. That 
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is the correct figure for pay increases we submitted, including the 
$140,000 for pensions. 

Mr. Norre.u. Have you been able to absorb any part of the pay 
increases? Have you had to ask a supplemental appropriation for. 
the entire amount of the pay increases? 

Mr. Witpina. No, sir, we have made some absorption. 

Commissioner Spencer. With respect to the police, fire and teachers 
increases, which are of course the big ones, I think it was not the 
intention of Congress that we should cut down the number of 
policemen or firemen in order to meet the additional cost. 

Mr. Norretu. I assumed that you had done that. I wondered 
what portion you had absorbed by virtue of your operation. 

Commissioner Spencer. There was a small amount of absorption. 

Mr. Witpina. Mr. Norrell, the Commissioners, as all good house- 
holders do, endeavor to make a saving when they see an increased 
expense upon them. When I was explaining to Mr. Fernandez, one 
of the purposes somewhere in the philosophy of legislation was the 
idea that by increasing salaries to policemen, it would enable us to 
make the job more attractive to policemen. It is in the minds of the 
Commissioners always to try to reduce this number of 166 vacancies 
in the Police Department, even now more and more as we can attract 
men to the jobs. We want to get the full complement. 

Mr. Norreuti. Then you ought to be able to absorb some of the 
increases. 

Mr. Witp1nac. We make some absorption in other expenses other 
than the salaries themselves, and we have made absorptions through 
the vacancies that have been existing. May I give a figure: $270,000 
savings under the original estimate. 


CLAIMS AND SUITS 


Mr. Vursetu. Now, will you give us the justification of settlement 
of claims and suits. which should be very easy to give? 

Mr. Witpinea. That is an item that is submitted in accordance 
with the provisions of the act of February 11, 1929, as amended, and 
is for the settlement of claims against the District of Columbia, thus 
avoiding in mapy cases judgments which undoubtedly would be ren- 
dered against the municipality if the claim were submitted to a jury. 
That was the philosophy of that legislation, that if we had the money to 
settle suits, we could actually save dollars in making settlements of 
personal injury and other claims. In accordance with that law, we 
have set forth the name of the claimant, the nature of the claim, the 
facts and circumstances surrounding the settlement of the claim, the 
amount claimed and the amount of settlement. 

Mr. Vurse.u. Without reading this rather voluminous justifica- 
tion, do I understand that in the column ‘‘Amount of claim”’ and then 
“Amount of settlement” it gives the action that you took in closing 
out those claims? 

Mr. Wi.p1na. Yes, sir. The amount which is submitted as a 
claim, for example, when they have an injury, and submit a claim or 
sue in court is indicated in the column ‘‘Amount of claim’’, and then 
either that suit while in pendency is settled or the claim is settled 
without going to court. The amount which they originally claimed is 
shown in the column “Amount of claim.’’ The “Amount of settle= 
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which an estimate is submitted here. 
Mr. Vurse.u. I think it might be well, if there is no objection, to 
insert the settlement of claims and suits justification in the record, 
pages 8 through 11. 
(The information is as follows:) 


SETTLEMENT OF CLAIMS AND Sorts 


(45 Stat. 1160; 46 Stat. 500; 65 Stat. 131), $21,624.88. 
The District of Columbia en ion Act, 1954, under the head of ‘‘General 
e 


administration,” included in t 


ment” is the amount for which a claim was actually settled and for 


For the payment of claims in excess of $250, approved by the Commissioners 


in accordance with the provisions of the act of February 11, 1929, as amended 


office of the Corporation Counsel the amount of 


$10,000 for the settlement of claims not in excess of $250 each, approved by the 

Commissioners in accordance with the act of February 11, 1929, as amended. 
The accompanying estimate of appropriation of $21,624.88 is submitted in 

order to pay claims under the same act of Congress which are in excess of $250 


each, as follows: 


Claimant 


Nature of claim 


Amount of 


claim 


Amount of 
settlement 


Edna E. Evans..........- 

Margaret M. Schaff and 
Leo G. Schaff. 

Libby Sangster. 

Blanche 

Rose D. R. Glick and 
Philip M. Glick, 

Rosalie 


Mary M. Young........-.. 


Mae C. 
Thomas Christoff......... 


Jules Hollander and 
Judith Hollander. 


Raymond D. Evans...... 


Elsie 8, Pitterson......... 


Beulah L. Chenoweth.... 


Personal injuries (injured shoulder and neck, 
including dislocation with severe after effects 
and nerve shock) from fall on defective side- 
walk in front of premises 721 15th St., NE., on 
July 20, 1950. 

Personal injuries (fracture of 5th metatarsal, 
right foot) from fall on defective curb, at 9th 
and Rittenhouse Sts. NW., on Oct. 27, 1951. 

Personal injuries (lacerations and permanent 
nerve injury to right wrist, hand and fingers) 
from fall on defective sidewalk in front of 
703 I St. SE., on Nov. 16, 1948. 

Personal injuries (fractured left ankle) from fall 
on defective sidewalk in front of 623 F St. SW., 
on Oct. 8, 1948. 

Personal injuries (fracture through base of 5th 
metatarsal of right foot) from fall on defective 
sidewalk in front of 1440 Wisconsin Ave. NW., 
on Apr. 3, 1951. 

Personal injuries (fracture of one of bones of 
right foot) from fall on thin coating of ice from 
broken water main in Bladensburg Rd. NE. 
at Douglas St. on Dec. 13, 1951. 

Personal injury (to head, face, body, right ankle 
and foot; permanent scar near right eye) from 
fall on defective sidewalk in front of 608 
Tuckerman St. on Jan. 10, 1952. 

Personal injury (broken back) from fall over 
no-left-turn pylon negligently left lying at east 
end of streetear-loading platform, southwest 
corner of 14th St. and Pennsylvania Ave. 
NW., on May 31, 1950. 

Personal injuries (severe fracture of right leg) 
from fall on rough accumulation of ice for long 
period on the south side of Massachusetts 
Ave. between 17th and 18th Sts. on Feb. 4, 
1951. 

Personal injuries (injury to the base of spine, and 
miscarriage) from fall in large hole in gutter in 
front of 1337 Fort Stevens Dr. NW., on Sept. 


26, 1950. 

Damage to claimant’s automobile and personal 
injuries from collision with vehicle of Division 
of Public Welfare at intersection of Newton 
and 28th Sts. NE., on June 20, 1952. 

Personal injuries (contusion of pelvic bone and 
sacral spine and abrasions on both legs) from 
fall into open stopcock box of sewer lateral at 
Georgia Ave. and Barry Pl. NW., at edge of 
sidewalk on Oct. 12, 1951. 

Personal injuries (fractured right elbow and hip 

injuries) from fall on defective sidewalk on the 

west side of 16th St. NW., in front of 1328 16th 

St. NW., on Dec. 20, 1951. 


$35, 000. 00 


6, 000. 00 


5, 000. 00 


10, 000. 00 


3, 000. 00 


3, 000. 00 


2, 089. 16 


$3, 000. 00 


850. 00 


900. 00 


300. 00 


450. 00 


300. 00 


875. 00 


1, 500, 00 


5, 000. 00 


3, 000. 00 


750. 00 


300. 00 


1, 350. 00 


Potomac 
Co. 


Florence 
James 


Tot 
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Amount of | Amount of 
Claimant Nature of claim claim settlement 


Potomac Electric Power | Damage to power cable located within right-of- $2, 049. 88 $2, 049. 88 

Co. way at sewage-treatment plant, Blue Plains, 

D. C., by negligent underground probing on 

Mar. 13, 1953. 

Florence Thomas and /| Personal injuries to James H. Thomas and 35, 000. 00 1, 000. 00 
James H. Thomas. Florence Thomas and destruction of auto re- 

sult of collision with highway department 

truck at intersection of 11th St. and Columbia 

Rd. NW. on Jan. 18, 1951. 


201, 489. 04 | 21, 624, 88 


JUDGMENTS 


Mr. Vursetu. Now, let us take up for the benefit of the committee 
the judgments. 

Mr. Wiping. These judgments, except the last item, the relativel 
inconsequential cost item, are the same as those which were submitted, 
it seems to me, 2 years ago, or possibly 3, some $876,000 in judgments 
which had been had against the District of Columbia by banks for 
taxes which were held to have been erroneously paid by them on their 
gross earnings. That case was fought by the Corporation Counsel 
on behalf of the District of Columbia right to the Supreme Court of 
the United States, where it got an adverse decision, and we were 
compelled to pay the judgments and pay interest on them. These 
are ve cases which are an offshoot of that original case, and based 
on the ruling as in that original case. These are judgments which 
are final judgments and the District of Columbia has exhausted its 
legal remedies in these cases. The judgments include interest from 
the day of payment of the taxes, in some cases as far back as 1947, 

There is a rather considerable explanation of these cases set forth in 
the report of the Commissioners for the fiscal year 1951, which I dare- 
say is not necessary to put in the record, because the thing has been 
made of record at the time the previous judgments were submitted to 
the committee for payment. If you desire, however, to include in the 
record, Mr. Chairman, a statement of the outline of these bank cases, 
that could be done. It is just about a page and a half of printing. 
Your might want to include that in there. It is illuminating, but I 
do not know whether it is necessary. 

Mr. VursE.ui. Without objection we will insert that page and a 
half in the record at this point. 

(The information referred to follows:) 


REPORT OF THE COMMISSIONERS OF THE District or CoLtumpBra, 1951 
CORPORATION COUNSEL 


Fifty-five of these cases involved the classification of national banks, incorpo- 
tated banks other than national banks, and trust companies, for taxation on their 
gross earnings under the applicable District of Columbia statutes. All banks and 
trust companies had been assessed at the rate of 6 percent of their gross earnings, 
without allowing deductions for interest paid to savings depositors, under the 
provisions of section 47-1701, District of Columbia Code, 1940. The years 
involved with respect to most of the banks and trust companies were the years 
1946 to 1949, inclusive. The banks and trust eompanies appealed the assess- 
ments to the Board of Tax Appeals, and after extensive litigation, it was finally 
decided that all of them were taxable as incorporated ‘“‘savings banks’’ at the rate 
of 4 percent on their gross earnings less the amount paid as interest to their 
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savings depositors under the provisions of section 47-1703, District of Columbia expel 
Code, 1940. Other issues involved in the cases with respect to claimed deductions 63 35 
from gross earnings were decided in favor of the District of Columbia. These prs 

bank tax classification cases involved the total sum of $1,261,308.50, of which the them 
total amount of $871,667.63 was ordered refunded to the various banks. for tl 

Mr. Fernanpez. The judgment is the best evidence, Mr. Chair- “a 
man. 

Mr. Vursett. I notice an item here on page 13, a rather large item § ‘2° . 
of $326,546, “Operating expenses, Department of Corrections, § th 
District of Columbia, 1951.” Would you mind giving us some § Ut | 
information on that rather large item? $490, 

Mr. Wixpina. This is a very large item, and an item which is now § . Tt 
due the United States for the support of prisoners of the District of pe 
Columbia in Federal penal institutions. This relatively enormous § |!° 
item in this list of modest audited claims arises due to the fact that in § “2 
the fiscal year 1951 the appropriation for the Department of Correc- M 
tions was not sufficient to pay the bill for the support of prisoners of the J °"""¢ 
District of Columbia in Federal penal institutions. The appropria- M 
tion for 1951 was $390,175. The actual bill for the support of these these 
prisoners in the Federal penal institutions for that fiscal year of 1951 M: 
was $652,932.63. In that same year, 1951, the Department of woul 
Corrections, that is, our local prison system, got into some trouble in (T 
meeting expenses. The increased population, and the increased food J —— 
costs, made it so that they were about $60,000 short in the other 
parts of their appropriation for meeving their maintenance costs. Of J 
course, the maintenance of the jail is something that is a matter of life § ,,, 
and death. We have to maintain it. 1947. 

There was transferred from this amount which had been set aside + a 
for payment to Federal prisons $60,000 of the $390,000 which was § 
included in the appropriation. It was all one appropriation so it was J 
not a question of transferring appropriations, but just allocating this 
amount. ‘Thus we avoided coming up here and asking for a deficiency M 
of $60,000 at that time which we had to have. We had the money § sary 


in the appropriation and there was no point in coming up for an 
appropriation when we had more than $300,000 that we needed for 
this purpose. However, when it came time to pay the bill, and may 
I say that these bills from those institutions, and this is no reflection 
on them, they do not come in promptly, they are delayed sometimes 
before we get the final corrected bill. The money is not paid to the 
institutions. It is paid to the Treasury. Therefore, that $60,000 
was used for this necessary operation of our jail, but inasmuch as the 
cost for the payment of these District prisoners in Federal institutions 
was $652,000, and we only had $390,000 to begin with, and _ this 
reduced the $390,000 to $326,388, that is all we had. Applying that 
$326,000 that we had left in the appropriation to meet the bills of 
the District of Columbia prisoners in the Federal institutions of 
$652,932.63, subtracting the $326,000 from this last-named figure 
left an amount of $326,546.36, the amount of this estimate which 
is here submitted to pay this audited claim. | 

May I say, Mr. Chairman, to make it clear that there was no lack 
of foresight in asking for adequate appropriations here, that when the 
1951 budget was being prepared, and when the appropriation was 
being requested, we had before us the experience only of the fiscal year 
1949. e did not of course have the 1950 experience. The 1949 


mbia 
tions 
"hese 
h the 


dair- 


item 
ons, 
ome 


now 
t of 
10Us 
in 
Tec- 
the 
ria- 
hese 


951 


tion 
mes 
the 
000 
the 
ons 
this 
hat 
3 of 
of 
ure 
ich 


ack 
the 
was 
ear 


299 


experience indicated 275 prisoners in these Federal penitentiaries at 
$3.35 a day, which is an approximately average figure for all of 
them—it changes every quarter—totaling for 1949 $335,740. Then 
for the next year—I realize these figures will not impress you as well 
as they will when we present them in tabular form, and bk would ask 
permission to insert in the record in connection with my remarks here 
the table I am reading—for 1950 there were 401 prisoners compared 
to the 275 for the previous year. The rate was just the same, $3.35, 
but the cost compared with the $335,000 of the previous year was 
$490,000. 

Then for this year for which we are talking, 1951, the cost was 
$652,000, compared with the $335,000 which we had in the 1949 year. 
The number of prisoners was 504 compared with the 275, so that is 
where our money went. That is where we need this money. 

Mr. Vurse. In other words, you got more business than you 
anticipated. 

Mr. Witpina. Yes, sir, and we had to pay the board and room in 
these Federal prisons. 

Mr. Vurse.u. If it meets with the approval of the committee, I 
would suggest that this tabulation go in the record. 

(The table referred to follows:) 


Number of Cost per 
prisoners 


490, 397.00 
652, 932. 63 


Mr. VursE Lu. I think we have all the information that seems neces- 
sary so we will close the hearing. Thank you, gentlemen. 
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SUBCOMMITTEE ON FOREIGN AID, GENERAL AND TEMPORARY 
ACTIVITIES APPROPRIATIONS 


JOHN TABER, New York, Chairman 

RICHARD B. WIGGLESWORTH, GERALD R. FORD, Michigan 
Massachusetts CLIFF CLEVENGER, !' Ohio 

H, CARL ANDERSEN, Minnesota J. VAUGHAN GARY, Virginia 

IVOR D. FENTON, Pennsylvania JOHN J. ROONEY, New York 

NORRIS COTTON, New Hampshire OTTO E. PASSMAN, Louisiana 

GLENN R. DAVIS, Wisconsin CLARENCE CANNON, Missouri 


Wepnespay, Marcu 17, 1954. 


REFUGEE RELIEF 
WITNESSES 


SCOTT McLEOD, ADMINISTRATOR, BUREAU OF INSPECTION, SE- 
CURITY AND CONSULAR AFFAIRS 

ROBERT C. ALEXANDER, ASSISTANT ADMINISTRATOR FOR REF- 
UGEE RELIEF 

JAMES W. MORGAN, SPECIAL ASSISTANT, BUREAU OF INSPECTION, 
SECURITY AND CONSULAR AFFAIRS 

JAMES H. SHERRERD, SPECIAL ASSISTANT, BUREAU OF INSPEC- 
TION, SECURITY AND CONSULAR AFFAIRS 

EDWARD B. WILBER, BUDGET OFFICER, DEPARTMENT OF STATE 

JOHN F. RIEGER, DIRECTOR, INVESTIGATIONS, REFUGEE PRO- 
GRAM 


Mr. Taser. We have before us a supplemental estimate of $1,560,- 
000 for refugee relief, submitted in House Document 330, which reads 
as follows: 

FUNDS APPROPRIATED TO THE PRESIDENT 


[Emercency Micration] Reroeer Revier 


For an additional amount for expenses necessary to enable the President, by 
transfer to such officer or agency of the Government as may be appropriate, to 
carry out [such migration program as may be authorized by law, including transfer 
of not to exceed sixty-five passenger motor vehicles from the Mutual Security 
Agency or the Department of State without reimbursement; not to exceed $9,000 
for expenses of a confidential nature, to be accounted for solely on the certificate of 
the officer to whom funds are transferred by the President from this appropriation; 
and not to exceed $756,000 for the making of loans; $3,000,000J the provisions of the 
Refugee Relief Act of 1953 (Public Law 203, approved August 7, 1958), including 
services as authorized by section 15 of the Act of August 2, 1946 (6 U.S. C. 56a), at 
rates not in excess of $50 per diem for indéviduals; printing and binding outside the 
continental United States without regard to section 11 of the Act of March 1, 1919 
(44 U. 8. C. 111); hire of passenger motor vehicles; and expenses of attendance at 
meetings concerned with the purpose of this appropriation; $1,560,000: Provided, 
That [this paragraph shall be effective only upon the enactment into law, durin 
the first session of the Eighty-third Congress, of either S. 1917 or H. R. 6481 
funds appropriated herein shall be available in accordance with authority granted 
hereunder or under authority governing the activities of the Government agencies to 
which such funds are allocated. 


You were given $3 million by the supplemental bill last year and 
you are asking for $1,560,000 now. What can you tell us about it? 

Mr. McLeop. I have a short statement here, Mr. Chairman. 

Mr. Taser. Suppose you let us hear it. 

Mr. McLezop. Mr. Chairman and gentlemen of the committee, the 
Refugee Relief Act of 1953—Public Law 203, 83d Congress—which 


1 Temporarily Assigned. 
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was approved by the President on August 7, 1953, provides for a 
maximum issuance of 209,000 special nonquota immigrant visas to 
certain refugees, escapees, German expellees, Italian, Greek, and 
Dutch second, third, and fourth-preference cases, as specified in 
paragraph 2, 3, oc 4 of section 203 (a) of the Immigration and Nation- 
ality Act, and orphans, and for the adjustment of the immigrant 
status of a maximum of 5,000 persons who lawfully entaaalt the 
United States as bona fide nonimmigrants, except for certain special 
categories of cases. Visas may be issued pursuant to the provisions 
of this act through December 31, 1956. Those who qualify for visas 
and for admission into the United States under the provisions of this 
act must qualify also under the provisions of the Immigration and 
Nationality Act. 

The sum of $3 million was appropriated by the Congress in the 
Supplemental Appropriation Act, 1954, for executive offices to estab- 
lish the program of operations for the administration of the act. It 
was intended to defray the cost of planning and establishing the 
program and operating it until March of this year. On the basis of 
an overall program plan for the implementation of the Refugee 
Relief Act, this supplemental request for funds was made during the 
time operational plans were being developed. Because of delays in 
getting sufficient numbers of investigative personnel cleared through 
the personnel security screening processes and actually on the pay- 
rolls, in getting administrative-support requirements such as space 
and office equipment, in getting assurances from American citizen 
sponsors required by the act, and the delay on the part of certain 
foreign countries to agree to issue the necessary documentation, the 
fulfillment of schedules of employment and the issuance of visas in 
rreater volume have been delayed so that the available funds will 
ast longer than was expected when this supplementary budget 
estimate was made. 

The current plan of operation calls for a supplemental appropriation 
of $1,434,962 for fiscal year 1954. This amount includes an amount 
of $475,966 required by the Army and State for investigative work 
not foreseen at the time the budget estimate was prepared. The 
Army has requested $143,256 to cover the workload of investigative 
work in Germany and Austria which the Army planned to absorb 
before the reductions were made in the appropriations for the Depart- 
ment of Defense. The additional requirement of $332,710 for investi- 
gative work in State, stems from studies conducted in the field of 
requirements since the budget was prepared. This additional expense 
is contingent however upon the submission of a supplemental estimate 
for 1955 to the Bureau of the Budget to cover these annualized require- 
ments for that year. If these 2 additional items were excluded from 
the supplemental request, an amount of $958,996 would be required 
for the current fiscal year instead of the $1,560,000 requested. 

With respect to the question of business, there are preference cases 
now available in Italy and Greece in excess of the number of visas 
authorized to be issued under this act. In December we sent an 
advance allotment of 500 visa numbers to Italy for use in beginning 
the issuance of visas. Yesterday the Embassy at Rome requested 
the allotment of the remaining numbers in the 60,000 available for 
Italy, indicating that they are approaching the exhaustion of the 
500 numbers we have sent them. We have requested the coordinator 
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in Italy to submit for the next few weeks daily airmail reports of visas 
issued or reasons for nonissuance. 

When H. R. 8193, which was passed by the House of Representa- 
tives yesterday, is enacted by Congress it will provide us with more 
actual visa cases on hand requiring action, as this bill increases the 
number of visas which may a issued to the preference immigrants 
in Italy from the 15,000 presently provided for in the Refugee Relief 
Act to a possible 60,000, by making the 45,000 visas for refugees in 
Italy available also to the preference immigrants, unless the refugees 
qualify in sufficient numbers to reduce the portion to be made available 
to the preference immigrants. In either event, we will have more 
visa applications to handle in Italy than are certain under the act 
as it stands today. 

Up to March 16, 1954, we had received a total of 1,959 assurances 
of employment, housing and support for refugees, escapees, and 
expellees on a worldwide level. Only 150 of these were for refugees 
in Italy. At the rate assurances are now being received, it is esti- 
mated that approximately 12,400 will come in during the present 
calendar year. The voluntary agencies have furnished estimates 
indicating that they expect to obtain and present approximately 
57,600 assurances during this calendar year, indicating a total of 
approximately 70,000 assurances which may be received in 1954. 
With the enactment of H. R. 8193, 77,000 numbers will be available 
under the Refugee Relief Act for preference immigrants in Italy and 
Greece. The total of assurance cases and preference cases for the 
present calendar year is therefore estimated at 147,000. 

Mr. Wivzer. Mr. Chairman, I believe I ought to supplement that 
statement to underline the faet—— 

Mr. Taser. Before you do that, vou come up here with a different 
kind of breakdown than there is in the justification book. I do not 
know why you did not bring tables that we could pass around to the 
committee that would show what you are asking for now. I think 
you had better do that first; because we cannot get at anything in 
this kind of a setup without having that statement. 

Mr. McLxop. I am sorry; I thought you had it [submitting]. 

Mr. Wiser. I intended to point out exactly the point you are 
making, that on the estimate of $1,560,000 which was approved by 
the Bureau of the Budget, the comparable figure within the total as 
reflected in this statement is $958,996. 

Mr. Taser. You mean you are asking for $958,996? 

Mr. WitBer. That is the amount that was presented to the Bureau 
within the estimate; yes, sir. That compares with $1,560,000 in the 
House document sent up by the Bureau of the Budget. 

The additional items required for the military and for our security 
requirements have not been formally presented to the Bureau, nor 
approved by them. They are aware of them, but they have not been 
formally approved. 

Mr. Taper. You mean that is what was presented to the Budget 
Bureau? 

Mr. Wixzer. That is correct. And for the additional security 
items in the State Department 
Mr. Taser. How much is this first figure? 
Mr. WiLBer. $143,256. 
Mr. Taser. That is Army? 
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Mr. WiLBeEr. Yes, sir. 
Mr. Taser. And what is the other item? 

Mr. WizBer. $332,710 for additional security requirements in the 
Department of State. 

Mr. Gary. In connection with this program? 

Mr. Yes, sir. 


OBLIGATIONS 


Mr. Taser. Now before we get anything else, I would like to have 
a breakdown, by months since this thing started, of your obligations, 
with the total. 

Mr. Wixser. The first figures we have on that were cumulative 
through January, which is the top line on the ditto statement you 
have, which shows cumulative obligations through January 31 of 
$544,181. That is for all agencies. 

Mr. Taser. This table is the total obligation picture; is that 
correct? 

Mr. Wiser. Yes, sir. It is actual obligations through February 
or March 5, to be exact, and estimated obligations for each month 
thereafter. 

Mr. Taser. On that basis, you show total obligations of $3,958,000. 

Mr. Wiuper. No, Mr. Chairman. The cumulative obligations 
through February were $672,968. 

Mr. Taper. I understand that, but the total estimated obligations 
at the present time through the end of June are $3,958,996. 

Mr. WixzBer. That is correct. 

Mr. Taser. Your actual obligations to this date are $672,968; is 
that right? 

Mr. Wiuser. That is correct, Mr. Chairman. 


NUMBER OF PERSONNEL 


Mr. Taser.: How many people do you have on the roll and how 
many in each unit at the present time? 

Mr. Wiuser. This other statement which was presented to the 
committee shows the employment status in each month up to date, 
and the projection of the employment for each month from here 
on out. 

Mr. Taser. At the present time you have how many on the roll? 

Mr. Moraan. 304. 

Mr. Taser. You have 304 as of this date. 

Mr. Moraan. Yes, sir. 

Mr. Taser. Where is that shown? 

Mr. Moraan. I am sorry; I have a different table. 

Mr. Taser. Well, maybe you ought to give us that table, too, if 
you have one. 

Here you show, as of the 12th, 304. Now as of the end of February, 
what did you have? 

Mr. SuHerrerp. At the end of February we had 287. That is an 
increase of 17. 

Mr. Taser. Who was it that was up here talking to the staff? 

Mr. Wiuser. Mr. Alexander, Mr. Morgan, Mr. Sherrerd and 
myself. 
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Mr. Taser. At that time, at the end of February you estimated 
you would have an additional 74 Americans and 87 locals, or a total 
of 161. That is what you said you were going to put on and you 
actually added 70; is that right? 

Mr. SHERRERD. That is correct. 

Mr. Taser. You said in January you were going to put on 145 and 
you put on 27. 

Mr. SHERRERD. Yes, sir. 

Mr. Taser. How many did you have the Ist of January? 

Mr. SHERRERD. 217. 

Mr, Taser. That is what you actually had on the Ist of January? 

Mr. SHEeRRERD. Yes, sir; in total. That is all agencies. 

Mr. Taser. That is the whole setup? 

Mr. SHerrerp. Yes, sir. 

Mr. Taser, And now you have 304? 

Mr. SuerrerD. That is right. That is composed of 74 locals and 
230 Americans. 

Mr. Gary. What is the breakdown of the 217? 

Mr. Suerrerp. Fifty-nine locals and 158 Americans. 

Mr. Taper. And according to that you put on how many in March? 

Mr. SHerRRERD. We put on 17 in March. 

Mr. Taser. You say ir here that you have 304. Now 17 and 217 
make 234, 

Mr. SHERRERD, 217 is through the month of January. 

Mr. Gary. No; 217 was January 1, he said. 

Mr. SHerrerp, I was in error in saying that, because I meant 
through the end of January. 

Mr. Gary. It is January 31st that you had 217. 

Mr. SuerrerD. That is correct. 

Mr. Gary. 158 Americans and 59 locals. 

Mr. SHerrerp. Yes, sir. 

Mr. Gary. That is January 31 instead of January 1. 

Mr. Suerrerp. That isright. In February we added 56 Americans 
and 14 locals. 
Mr. Taper. That makes 70. 
Mr. SHERRERD. Yes, sir. 
Mr. Taser. So that currently, as of the 12th of March, you have 


. SHERRERD. That is correct. And we added 17 this month. 
Mr. Taser. Seventeen of this 70 came in March? 
Mr. SHERRERD. Yes, sir. 

Mr. Taser. And how many are you expecting to put on in March? 

Mr. SHerrerD, Our present plans show 268 people going on in 
March—83 Americans and 185 locals. 

Mr. Taser. And toward that, on the 12th of March, you have 17. 

Mr. SuerrerD. That is correct. 

Mr. Taser. How much will the payroll be for them? 

Mr. Suerrerd. The payroll on an annual rate basis through last 
Friday, which was the 12th, for these figures I have given you, 
304—the annual rate is $1,300,505. 

Mr. Taser. That means about $108,300 a month. For 4 months, 
that would run something like $432,000. 

Mr. SuerrerD. That is just the payroll; that is not other expenses. 

Mr. Taser. What are the other expenses? 
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Mr. SHerrerpd. The other expenses are space, supplies, and travel, 
the principal item being travel in getting people over there. That 
averages about $2,100. 

Mr. Taser. Does that mean you are sending these people over there 
on a permanent basis? 

Mr. SHERRERD. These are all limited appointments for the duration 
of this job—3 years. 

OBLIGATIONS 


Mr. Taser. What are your estimated obligations by months? 

Mr. SuurrerD. The table we just gave you gives the total obliga- 
tions. 

Mr. Taser. And your estimated obligations are what? You esti- 
mate, you say, $560,307 for March. 

Mr. SHERRERD. Yes, sir. 

Mr. Taper. $928,384 for April, $902,796 for May, and $894,541 
for June. 

Mr. SHEeRRERD. That is correct. 

Mr. Taser. Now you told us in February you were planning on 
$642,000 for February, and the actual obligations for February were 
$128,787. 

Mr. SHERRERD. That is correct. 

Mr. Taser. You have set your sights for March at $560,307. 

Mr. SuHerrerD. Right. 

Mr. Taper. Is that as liberal a figure as your estimate before? 

Mr. SHERRERD. Well, we think it is not as liberal as before. We 
have reprogramed and we have been advised we will be able now to re- 
lease a good many people on the security work that have been in proc- 
ess of investigation. 

Mr. Taser. How many people do you have in process of investiga- 
tion right now? 

Mr. Riaar. I think 53 cases in process at the moment. 

Mr. Taser. It takes how long to process? 

Mr. McLzop. If I may interpolate, that has been the trouble with 
this. That is an imponderable item of how long a time it takes to 
clear a man so he can go overseas and clear these visa cases. We had 
hoped by establishing some high priorities for these clearances so 
that we could get people in the field a little earlier than we have done. 
We are running 2 or 3 weeks behind schedule now. On our travel 
allotment, the peak obligation is in April, and it will be in March, 
April, and May that we will be spending travel money to get these 
people in Europe and get them at work. 

Mr. Taser. What does it cost to send a fellow over there on the 
average? 

Mr. McLeop. I think the estimates run $2,100 to get him and his 
family overseas. la general terms, we have tried to operate this 
within the scope of existing Government agencies. The only other 
way to operate it would be to set up a separate agency to run this 
program. We feel in the long run, over a 3-year period, it will be 
less expensive and more economical to run this as an adjunct of the 
regular operation of the Government, and not to create a separate 
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agency. Had we done that, we would have been further along than 
we are aow, because we would have recruited our own personnel; we 
would not have relied on another agency to assist us. 

Mr. Taser. You have 53 in process now and it takes how long to 
clear them? 

Mr. McLxop. Those people are almost cleared, are they not, John? 

Mr. Reaar. Yes. 

Mr. McLrop. They have been in process, some of them, since back 
in the fall, November and December. 

Mr. Reear. November. 

Mr. Taser. And you have 53 in process now. If you got them 
cleared so you could send them in March, that would be about as 
many as you could figure on; would it not? 

Mr. MecLxop. That is not all we are figuring on. 

Mr. SHerrerD. | might add there are now pending 141 in addition 
to the 53 that are being investigated. Those 141 are in the Office of 
Personnel with requests for personnel actions preliminary to final 
action in putting them on the payroll. But they are waiting the final 
stages of clearance. 

Mr. Taser. You mean they are in the personnel investigation 
setup? 

Mr. McL«op. Have not they been cleared? 

Mr. SuerrerD. They have gone over to our office of personnel. 

Mr. McLuop. They have had security clearance. 

Mr. Suerrerpd. But are not on our rolls yet, because they are in 
the final stages of investigation. The names have been submitted to 
personnel and they have started to process the papers on them. 

Mr. Taser. They are in addition to the 53? 

Mr. SHERRERD. Yes. 

Mr. Taser. If you got them, you would be able to add 194 to your 
whole setup in March. You would not add any more than that, 
would you? 

Mr. SHERRERD. I should point out, also, that we are just talking 
about investigative people now; that there are visa people that we 
have no particular problem of getting on the rolls that we have been 
holding back trying to keep a balanced staff out there. And just as 
soon as we can clear the investigative people, we will also be putting 
on visa and administrative people to complement them. 

Mr. Taser. What do these investigative personnel do? Do they 
go overseas, or not? 

Mr. McLrop. They do go overseas. The act provides that there 
must be an investigative report before a visa can issue, and we have 
the pipeline pretty well filled with applicants who have been processed 
up to the point where the investigative report is required. So as 
soon as the investigators get over there and start making investigative 
reports, the visas will begin to issue in large numbers. 


UNITED STATES SHARE OF EXPENSES OF REFUGEES 


Mr. Taner. Under this, do we pay the expenses of these people 
coming across, or not? 
Mr. McLeop. No, not directly. 
Mr. Taser. Somebody else pays that? 
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Mr. ALeExaNpDeER. The act authorizes the Treasury to make loans 
to cover the cost of transportation from the port of entry into the 
United States to the place of settlement in the United States. The 
United States contributes some 6 to 8 million dollars annually to the 
Intergovernmental Committee on Emergency Immigration composed 
of Germany and 24 other governments. Funds from that committee 
are made available to organizations on a loan basis to defray the cost 
of transportation overseas to the port of entry. So the United States 
contributes indirectly and the provision in this law is that wherever 
the United States contributes indirectly or directly, American ships 
must be used. 

Mr. McLeop. There is not any money for the transportation of 
immigrants in this bill. 

Mr. ALEXANDER. Not overseas. 


NUMBER OF PERSONNEL 


Mr. Taper. Your statement here indicates you plan to have 185. 
Does this table show by month the number you expect to add to the 
roll? 

Mr. SHErrRERD. That is correct, so that you can add it up and come 
to the total that will be on the roll as of June 30. 

Mr. Taser. There is no cumulative total in here, except at the 
end of the period. 

Mr. SHERRERD. No; there is not; but I just gave them to you. 

Mr. Taper. You have now, you said, 304. 

Mr. SHERRERD. Yes, sir. 

Mr. Taper. And you expect to have 

Mr. SHERRERD. We expect to put on 268 additional in March. 

Mr. Taser. But according to what you just told me, 195 looks 
like that would be the figure; does it not? 

Mr. SuHerrReRD. That is just investigative people that we are 
talking about. 

Mr. Taper. There are 141 in an investigative status and 53 in the 
other? 

Mr. SHerrerD. No; the 53 are also investigative people. There 
are 194 people now in process of investigation. They are all investi- 
gative people in this program. The people who have held the pro- 
gram up that we have not been able to clear are the investigative 
people. They are new to this program and we had to start from 
scratch. But added to those, as soon as we can put those people on 
the roll, then we complement them with the visa people and the 
administrative people to support them. 


SALARIES 


Mr. Taser. How much pay do these people get? 

Mr. SuHerrerD. The average salary as of March 12 of the investi- 
gative people was $5,269. ‘The visa people average $5,024. The 
overall average is $5,131. 

Mr. Taser. And you have 304 now. That means for these people 
you would have for salaries for 4 month : 

Mr. SHERRERD. May I suggest to you that is the American average 
salary, and the local average salary being much lower 
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Mr. Taser. How much? 

Mr. Sumrrerp. The local average salary is $1,264 a year, making 
the overall average for both Americans and locals on the roll as of 
March 12, $4,278. 

Mr. Taser. And that would be approximately $357 a month for 
each one, and for 4 months, would = about $1,450 and 300 times 
that would be about $435,000. 

Mr. Suerrerpd. You have to add $1,800 for each American. and 
there are 230 Americans, for allowances they get overseas. 

Mr. Taser. A year? 

Mr. SHerrerp. Yes. 

Mr. Taser. That is $150 a month for how many? 

Mr. SuerrerD. Two hundred and thirty; those would be on the 
rolls now. 

Mr. Taser. That would be $600 apiece for 4 months. That means 
a total of about $575,000 to take care of their pay. 


PERSONNEL ACQUISITIONS FOR REMAINDER OF FISCAL YEAR 


Now you are expecting to take on a total, according to this, overall, 
including locals, of about 268. But you won’t get as many as that, 
will you? 

Mr. SuerrerpD. This is for the month of March. 

Mr. Taser. Yes. 

Mr. SuerrerD. We may, or may not. 

Mr. Taser. Two hundred would be a liberal figure, would it not? 

Mr. SHERRERD. I suspect it would be. 

Mr. Taser. If you get 200 out of 268, that is about as many as 
you could expect. 

Mr. SHERRERD. Yes, sir. 

Mr. Taser. Now you have down here an estimate for April of 497 
to be taken on. 

Mr. SHerrerD. That is correct. 

Mr. Taser. You have not any idea you will get that many, have 

ou? 

Mr. McLeop. Yes; I think we may catch up this backlog along 
about April and May. 

Mr. SHERRERD. The thing that has been holding us back is the 
investigative people. They are just beginning to be cleared. It has 
been buidling up for several months. Just as soon as they start to 
clear in volume, then we will really start up, because we are adding 
the visa people to complement them and the administrative people, 
as shown in this table. 

Mr. Taser. Instead of 497, if we put down 300, we would be liberal, 
would we not? 

Mr. SuerrerD. No; this plan calls for these investigators to clear. 
We think they will. We have been disappointed in the past; we are 
hoping now we will pick this up. 

‘ Mr. Taser. Well if we put down 350, surely that would be a liberal 
re. 
SThen for the May figure you have an estimate here of 244 and if 
you got 200 there, that would be a liberal figure, would it not? 

Mr. McLeop. I do not agree with you. I think we are more likely 
to get 250 or 275; because we will be catching up the disappointment 
we have had in these other estimates. 


aga 


N 
peo] 
and 

mu 

h 

h 

h 
hav 
aro 

me! 
wh 
} 
} 
of. 
] 
ha‘ 
of 
to 
for 
lik 
1,4 
) 
str 
for 
for 
lib 
the 
tre 
lib 
sal 


309 


Mr. Taser. I do not know what you are going to do with all these 
people after you get them, but then you have 136 for the next period 
and if you get 100 you will probably be lucky. 


TRAVEL 


Now you have to pay the transportation for the Americans. How 
much transportation do you figure in here? 

Mr. SHERRERD. $1,026,813. 

Mr, Taser. $1,026,813? 

Mr. SHERRERD. Yes, 

Mr. Taser. The cost is about $2,200, apiece? 

Mr. SHerrerD, About $2,100. 

Mr. Taser. Twenty-one. That would cover 480 Americans. You 
have at the present time 230, and you have estimated somewhere 
around about 400 to add. 

The 230 have already traveled, have they not, if they are going to? 

Mr. SHerrerD. Most of them have, I believe. 

Mr. Taser. So you have about $250,000 velvet in your travel. 

Mr. SHerrReERD. There is one other thing: There are 91 depart- 
mental people; we are not talking about the domestic staff. 

Mr. Taser. The 91 department people would not have to travel 
again. 

e SHERRERD. They would not have to travel. 

Mr. Taser. Your travel estimate is probably at least $250,000 above 
what you will use, is it not? 

Mr. SuHerrerp. On the basis of cutting it down as you have, yes. 

Mr. Taser. Well, I have not had to do any cutting down, to speak 
of. All I have had to do is to run up possibly to March. 


SALARIES, ALLOWANCES, AND TRAVEL 


How much velvet do you have in your payroll estimate? You 
have about $600,000 now for the average, for the total, to take care 
of those who are on the roll, and you have something like, maybe 200 
to carry that figure in March, if you do pretty well. That would be 
for the 3 months, April, May, and June. That would be something 
like $855,000 for them for 3 months; that is, taking the 200 times 
1,400, $280,000 in the salaries. 

If you get 350 in April, you are going to go pretty well, pretty 
strong there. The salaries for them would run something like $1,075 
for 3 months; that would be about $400,000. The salaries of those 
for 2 months, assuming that you get 250 which would be a pretty 
liberal figure, and 250 for 2 months would be about $700 apiece. 

And the June figure would not run into very much, you will not have 
them on the roll very long. 

So when you get all through, if you have to carry on for salaries, for 
travel, something like $800,000 for the balance of the year—that is, 
travel, and for salaries, something like $800,000 more, that is a rather 
liberal figure, would give you $1.6 million, including travel and 
salaries. 

Mr. SuHerrerD. Did you include allowances? 

Mr. Taser. Include what? 

Mr. SHERRERD. Include allowances? 
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Mr. Taper. I guess I did not. Suppose we give you $200,000 to 
take care of allowances, the part of allowances that would be appli- 
cable. That would be $1.8 million, to add to the present obligation 
of $672,000—well, let us make it $2,800,000. Those are liberal figures, 
so far as I can see, and | have allowed something extra in there on 
salaries. 

EQUIPMENT 


Mr. SHERRERD. We have an item for space, transporting of equip- 
ment, and we have a great amount of used equipment that we are 
going to use on this which will cost money to transport. 

Mr. Taser. Why do you not take the used equipment which some 
of these agencies had over there already, like the Army? 
Mr. SHerRERD. We will do that to the extent we can. 


FIRMNESS OF ESTIMATE 


Mr. Taser. With two divisions coming back from the Army, the 
Army ought to be able to disgorge enough equipment to take care of 
all of your situation on that. Maybe your disposition is not there, 
but it looks to me like you had four or five hundred thousand 
dollars velvet, before you get to the deficiencies. What have you got 
to say about that, Mr. McLeod? 

Mr. McLeop. We can only plan the thing. If you impose a 
limitation on us, we will have to live with it. 

Mr. Taser. It is not a question of limitation at all; it is a question 
of what the prospects are. 

Mr. McLeop. Well, as I pointed out, we could—— 

Mr. TABER (interposing). $2,800,000 is the peak figure that I 
could get to. 

Mr. McLeop. We had planned the program to get it fully staffed 
by March 1. We found we were not able to do that but the fact that 
we were not able to do what we expected up to March 1 does not mean 
that we abandon it. We continue to expect that it will be fully 
staffed before the end of the fiscal year and we would like to catch 
up with the lag that has occurred in the months before March 1, so 
that we can get in business. 

Mr. Taser. Dr. Fenton, do you have any questions? 

Mr. Fenron. No questions at this time. 

Mr. Taper. Mr. Clevenger? 

Mr. CLevencer. I can only express some surprise, because I never 
saw this thing before today. Assuming that your arithmetic is right, 
and I have never known you to be wrong, it is not a very strong case 
for the expenditure of Government funds. Of course, I think it is 
a very peculiar way, if 1 can borrow a phrase from my good friend, 
John Rooney, it is ‘a heck of a way to run a railroad.” I do not see 
how my State Department Subcommittee can have any real control 
over a budget of this kind. We have had no presentation from that 
side of the table to our committee, 

But with $3 million, according to this sheet presently available, 
I do not see that you have made any case for more than that amount. 
I think perhaps, if I were expressing my feeling, I would say that we 
not try to make haste until we do something with our present em- 
ployment situation, 
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Mr. Taper. Mr. Davis? 
Mr. Davis. No questions. 
Mr. Taper. Mr. Gary? 


REFUGEES ADMITTED UNDER PROGRAM 


Mr. Gary. How many refugees have been admitted into the United 
States up to the present time under this program? 

Mr. ALExaNpDeR. We don’t have those figures. 

Mr. Gary. The law was enacted on August 7, 1953. 

Mr. ALEXANDER. But there have been some preferred cases. We 
do not have records showing the number, but possibly there have 
been less than 50 visas issued. 

Mr. Gary. Less than 50 visas issued up to this time? 

Mr. ALEXANDER. So far as we know. 

Mr. Gary. That means that you do not know how many of them 
have actually come into the United States? 

Mr. ALExaNnpeErR. No, sir. The visas are valid for 4 months and 
they can come in any time within the 4 months. 

Mr. Gary. I heard the other day from some source, that actually 
6 had come in so far; is that correct? 

Mr. ALExANpER. I| know of six. 

Mr. Gary. And you have spent $672,000 up through March, which 
would be over $100,000 a refugee up to this time? 

Mr. ALEXANDER. But you have got to allow some time to get the 
program set up, you know. 

Mr. Gary. That is all. 

Mr. Taper. Mr. Rooney. 

Mr. Roonry. What was the monthly program you previously 
contemplated for the months in 1954; how many did you expect to 
bring in monthly during 1954? 

Mr. ALEXANDER. How many? 

Mr. Rooney. Yes. 

Mr. ALEXANDER. The plan of operation was to reach 15,000 
visas up to July 1; that was on a worldwide level. 

Mr. Rooney. Did you have a monthly plan that you previously 
submitted, or that was agreed upon, when the program was set 
up? 

Mr. ALexanpEeR. We may have that, but I do not know that we 
did 

Mr. Rooney. I am talking about the time you got the $3 million, 
you had a program and you contemplated bringing in so many people 
monthly; did you not? 

Mr. Morean. Yes, we contemplated 

Mr. Rooney. My question is, what was that program? 

Mr. Morean. As Mr. Alexander was explaining, we had planned 
that 15,000 would be issued by the end of this fiscal year. 

Mr. Rooney. You must have had a monthly program, did you not? 

Mr. McLeop. No, sir, we did not submit a plan at the time we got 
the $3 million. 

Mr. Rooney. Did you at any time have a monthly program? 

Mr. McLeop. As we spent the $3 million in planning and staffing 
this program we have revised this plan for issuing so many visas per 
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month, but the optimum average planned at any time would be around 
7,500 per month. 

We have had to revise the estimates as we have encountered various 
roadblocks and problems that we have had to overcome. 

Mr. Rooney. When did you get the $3 million? 

Mr. McLeop. That was passed as a special supplemental after the 
Congress had passed the Refugee Relief Act, which was in the last 
days of the session. 

Mr. Rooney. When was that? The Refugee Relief Act was passed 
on August 7, 1953. Now when was it you received the $3 million. 

Mr. McLezop. It was at the same time, Congressman. 

Mr. Wixzer. It was directly after the Congress passed the act; 
it was in the supplemental bill, shortly after the time the Refugee 
Relief Act was passed. 

Mr. Rooney. In other words, it was practically simultaneously? 

Mr. McLuop. Yes. 

Mr. Rooney. The President signed the bill on August 7 last, after 
the recess, or adjournment of the first session, and as of that time, 
the $3 million was allotted? 

Mr. Wiser. That is correct. 

Mr. Roonry. Now, at that time, you planned 7,500 aliens per 
month? 

Mr. McLeop. That was projected as the maximum, when the 
program was fully staffed and operational. 

Mr. Roonny. How many did you bring in last month? 

Mr. McLeop. We do not know how many were brought in. 

Mr. ALEXANDER. We sent 500 numbers for visas over and yesterday 
they asked for more numbers. 

Mr. Roonny. As a matter of fact, the consuls want about 60,000 
numbers in Italy, do they not? 

Mr. ALtexanper. That is right, and we sent them. 

Mr. Roonry. And you sent them 500? 

Mr. Atexanper. We sent them 500 in December to get started 
with, yes. 

Mr. Rooney. And up until now, although you have had this pro- 
gram and this has been the law since August, and you have had funds 
to enforce that law, to carry out the provisions of the law since last 
August, you have sent them, that is, the Embassy in Italy, only 500? 

Mr. Atexanper. That is right, Mr. Rooney, 

Mr. Rooney. And they want 60,000? 

Mr. Atexanper. The 60,000 we sent yesterday, yes. And may 
I say this: The security officers in this Government, Mr. Chairman, 
testified before the Senate subcommittee in executive session, and | 
heard them, that it would take them 9 months to recruit and train 
and screen, transport, and establish abroad the necessary security 
investigators to handle the work of enforcing this act. Now, the 9 
months will not be up until May. We had no right of eminent 
domain; we have had to go in and negotiate and deal with every 
local agency that had space, because space is very critical. We have 
had no space yet at Palermo, Italy, and no space is available, and 
in the other areas space has been very critical. 

Mr. Roongy. Who would be at fault for that, Mr. Alexander? 

Mr. ALexaNnper, I beg your pardon? 
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rte Rooney. Who is at fault for that? Here is a law passed last 

a ae and here you are talking about it in the middle of March and 
still you do not have necessary space at Palermo, Italy, which is an 
important center in Italy, so far as this program is concerned; who 
is at fault for that? 

Mr. ALEXANDER. No one in particular is at fault, because we cannot 
create new space, we cannot rent it. We have negotiated for space, 
but we do not get it; the tenants will not move out, because the space 
is just not available. We have considered the possibility of getting 
a ship to put in the harbor and operate from the ship. 

Mr. Rooney. You could not get a room or two in the consulate at 
Palermo? 

Mr. ALEXANDER. We have security officers in Naples now operat- 
— of hotel rooms, because there is no place else. 

{r. Rooney. Well, ‘what's wrong about that, to get this 
started, which was set up sometime last August? 

Mr. ALEXANDER. It takes time, Mr. Rooney. 

Mr. Rooney. You have had a great deal of experience in such 
pre rams? 

r. Rooney. Yes. 

Mr Rooney. You were an important gentleman under the Truman 
refugee programs. Now, what happened to all of those people who 
worked on those programs; they were screened for security, were they 
not? 

Mr. AtexanpDer. I am glad you brought that up, Mr. Rooney. 
There were two programs under the Truman administration. 

Mr. Roonry. 

Mr. ALEXANDER. The first was under the Truman directive of 
December 22, 1945. The Army was at that time occupying Germany 
and Austria and we had practically the right of emment domain. 
We could go over there and take over space anywhere we wanted to. 
And we had consular offices and personnel which we pulled out of 
those countries at the beginning of the war—— 

Mr. Rooney (interposing). Let us get to the 1948 program—— 

Mr. ALEXANDER (continuing). Then later on after that program we 
had the Displaced Persons Act of June 1948, but not a single person 
came under that act until October of that year—from June to October 
—the volume was a mere trickle until March of the following year. 

Mr. Roonry. That was quite different from this program. You 
have gone from August to March, 1954, and so far as I have been 
able to learn this morning, only six people have come in to the United 
States. 

Mr. ALEXANDER. Yes, but what I was trying to tell you is that this 
displaced persons program was set up with offices already established 
overseas. 

Mr. Roonry. Those people in 1948 were ably sereened, were they 
not? 

Mr. ALEXANDER. They were carefully screened, yes. 

Mr. Rooney. And you had them 

Mr. ALEXANDER (continuing). And they had offices that were 
already set up to do that job. 

Mr. Rooney. The fact is that those people were very carefully 
screened? 


‘ 

| 

ae 

Age 

— 


314 


Mr. ALexAnpER. We already had the people there to do the 
screening. But it is different from having an office set up, fully 
staffed and ready to function. That is what the Displaced Persons 
Commission had, and we do not have that. We had to hire from the 
ae beginning and transport them, and find space and establish 
offices. 

Mr. Rooney. Let us get back to the question, Mr. Alexander. 
Those people were very carefully screened, were they not? 

Mr. ALEXANDER. Yes; they were. 

Mr. Rooney. Under the Displaced Persons Act of 1948, you brought 
in over 200,000 aliens, did you not? 

Mr. ALEXANDER. That is right. 

Mr. Rooney. And your experience has shown that only dozens, or 
thereabouts, of those people were bad security risks, is that true, as 
far as you know? 

Mr. ALexanpeEr. A small number. 

Mr. Rooney. An infinitesimal number? 

Mr. ALEXANDER. Yes; relatively. 

Mr. Roonry. What happened to the personnel that worked on that 
program? 

Mr. Avtexanper. It folded up and they are gone, and out of the 
Government. 

Mr. Rooney. Could you not get those people? 

Mr. ALEXANDER. We had to 

Mr. Rooney. They did a good job. Why couldn’t you get them? 

Mr. AtexanperR. We had a directive from the Judiciary Committee, 
not to hire anyone who had anything to do with policy on the [RO or 
the DPC program. 

Mr. Rooney. Oh, I see. 

(Off-the-record discussion.) 

Mr. Roonry. What is the situation? 

Mr. ALEXANDER. I want to make it clear that we did not have a 
setup already functioning like the Displaced Persons Commission had. 
We had to establish offices and the normal visa program must go on at 
the same time, and we have got to have room to try to serve every 
consular office we have, and to establish those rooms with new people; 
and after these people, under this Refugee Act, go through our pro- 
cedure, they have still got to go through the normal procedure to get 
a visa under the regular law. That means staffing them up all down 
the line, not only in the present consular offices but in the regular 
part of the consular office work. More people have to be finger- 
printed; more people have to undergo medical examinations; more 
applications—and fortunately we have no fees to charge, and, there- 
fore, no accounting procedure; but we do have all of that other work 
in the regular program for every one of these people, in addition to 
going through this process. 

Mr. Rooney. Mr. Alexander, I do not blame you at all for being 
excited over this thing. 


ASSISTANCE OF VOLUNTARY AGENCIES 


Let me ask Mr. McLeod this question: Your statement refers to 
voluntary agencies? 
Mr. McLeop. Yes. 
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Mr. Rooney. You referred to such agencies as National Catholic 
Welfare Council and HIAS? 

Mr. McLeop. Yes, and 

Mr. Rooney. And the Protestant group? 

Mr. McLeop. Yes. 

Mr. Roonsy. That is what you mean when you refer to voluntary 
agencies? 

Mr. McLeop. Yes, sir. 

Mr. Rooney. How many people have these agencies vouched for 
as to employment, as to housing and as to support, up to the present 
time? 

Mr. McLeop. I think their estimate was in my statement 

Mr. ALEXANDER. Not one, Mr. Rooney, but they have estimated 
that during this calendar year, they will give assurances from their 
offices for 57,600. 

Mr. Rooney. How many have they given assurances for up to the 
present time? 

Mr. ALexANDER. Not one. 

Mr. Roonsy. Have you asked them for assurances? 

Mr. Oh, yes. 

Mr. Rooney. And have they agreed to furnish them? 

Mr. ALEXANDER. Yes; we have; I think it runs up to about 16 
agencies that have agreed to furnish them 

Mr. Rooney. Will you please insert at this point in the record the 
names of those 16 agencies? 

Mr. ALexANnperR. Yes; I do not have all of them here. 

Mr. Rooney. Just furnish it later for the record. 

Mr. Atexanper. Yes; I can do that. 

(The information requested follows:) 


APPROVED VOLUNTARY AGENCIES 


1. War Relief Service, on te Catholic Welfare Conference, 35¢ Fifth Avenue, 
New York 1, 

2. Hebrew Sheltering pan Immigrant Aid Society,! 425 Lafayette Street, New 
York 3, N. Y. 

3. a aad Ahepa, Refugee Relief Committee,! 16 Beaver Street, New York 4, 

4. Church World Service,! 2 215 Fourth Avenue, New York 3, N. Y. 

5. Catholic Committee for Refugees, 265 West 14th Street, New York 11, N. Y. 

6. United Ukrainian American Relief Committee,! 71 DeLong Building, 101 
South 13th Street, Philadelphia 7, Pa. 

7. United Community Services of Metropolitan Detroit, 51 Warren Avenue, 
Detroit 1, Mich. 

8. os i An Rescue Committee, Inc.,1 62 West 45th Street, New York 36, 

9. American Committee for Resettlement of Polish DP’s,! 1520 West Division 


Street, Chicago 22, Ill. 

10. Tolstoy Foundation, Inc.,! 300 West 58th Street, New York 19, N. Y. 

11. American National Committee to Aid Homeless Armenians, 207 Powell 
Street, San Francisco 2, Calif. 

12. National Lutheran Council, 1221 East 26th Street, New be 10, N. Y. 

13. United Service for New Americans, Ine., 15 Park Row, New York 38, N. Y. 

14. American Federation of International Institutes, Inc.,! 11 West 42d Street, 
New York 36, N. Y. 

15. United Friends of Needy and Dorian’ People of Yugoslavia, Inc.,! 487 
Onderdonk Avenue, Brooklyn 37, N. Y. 

16. Greek-American Progressive ciation,! 39 Broadway, New York, N. Y. 


1 Restricted; nonorphan cases 
2 Limited; limited with respect to assurance of housing, support, or employment. 
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Mr. Rooney. And you say that, up to now, they have furnished 
you no assurances? 

Mr. ALEXANDER. NO, sir. 

Mr. Rooney. With regard to bringing in any people at all? 

Mr. ALEXANDER. No. 

Mr. Rooney. Is that right? 

Mr. ALexanper. I believe they will furnish them, under their plan; 
they are just now working on their budget and what they plan to do 
within this calendar year. They have told us that they expected to 
give us some 57,600 assurances this year, this calendar year. 

Mr. Rooney. You can only issue visas under this law, the refugee 
program, up to December 1956? 

Mr. Atexanpgr. Up to December 31, 1956. 

Mr. Roonnry. Up to December 31, 1956; is that right? 

Mr. ALEXANDER. Yes. 


DELAY IN ADMITTING REFUGEES 


Mr. Roonry. We have already gone through almost 8 months of 
this period; between the date of the enactment of the law, August 
1953, and December 1956; that is a substantial portion of that period, 
Mr. Alexander and it may very well be that you will not be able to 
get in the 200,000 plus, who were authorized under the law, or you 
will be admitting aliens in the last 6 months of the period without 
properly screening them. Would that be a fair conclusion? 

Mr. Atexanper. No. The answer is this: The longer that we are 
delayed in gettirg this program to rolling, the more people we are 
going to need to roll it out on time. That is why we are coming in and 
asking for more money, in order to hire more people, to rapidly put 
them on the roll, so that we can accelerate this program and get it 
going at top speed, so we can finish it up on time. The longer we are 
delayed in getting started, the more people we are going to have to 
have, in order to do this job in the shortest period of time. Now, if 
we cut down the time we can hire—— 

Mr. Rooney (interposing). Pardon me, Mr. Alexander, as one who 
thoroughly agrees with the program and who wants to see deserving 
sei awfully admitted to the United States, who desire to enter and 

ecome good citizens 

Mr. ALEXANDER. Yes. 

Mr. Roonry. I am afraid that you are not going to get them 
admitted, since you have spent all this time from August 1953, and 
only 6 now in; and although you were given $3 million, you have 
obligated only about $600,000 of it. 

Mr. ALEXANDER. Let me put this program in a nutshell, gentlemen. 
We have been building a railroad, without the right of eminent domain 
in several countries. We have laid the track; we have built the loco- 
motives and cars; we have a railroad station, and everything, and the 
people are standing in line at the ticket office to get the free tickets, 
up to this time, but there is just one thing that we do not have and 
that is enough security pantie to investigate these refugees, to check 
these refugees, which is required under this act, and which was not 
required under the Displaced Persons Act, under the previous 
program, and if we get those people—so we can clear those aliens 
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through screening, so we can hand them the free tickets, we can load 
them on the cars and we can move them in this program. 

Mr. Rooney. Would it not help if you could get some of these 
people who worked on the Displaced Persons Act program in 1948? 

Mr. ALEexaNnpER. We have lined up a number of those people. 
We are going at this program carefully; we do not want to get in 
trouble with the House and Senate Judiciary Committees, so we are 
going to hire some of those people who were below the policymaking 
evel. 

Mr. Rooney. Right now, you are in trouble with, at least, the 
majority of the House Appropriations Committee. 

Mr. McLeop. If I may say, Mr. Rooney, I am rather amazed, 
because up to this time, in my judgment, Mr. Alexander has done 
an outstanding job. 

Mr. Roonry. When you say you are amazed at this, what do you 
mean? 

Mr. McLeop. At your statement with reference to being in trouble 
with this committee. 

Mr. Rooney. I said, apparently you are in trouble with the majority 
of this committee. I do not know what is in the minds of the chairman 
of the committee, Mr. Taber, and the rest of the gentlemen around 
the table. I have my own ideas. I am 100 percent for this program. 

Mr. McLeop. Your conclusion was that apparently we are in 
trouble with this committee. 

Mr. Rooney. It appears that you are in trouble, and I think that 
is an understatement. 

Mr. McLeop. Because I had thought that we, perhaps, would 
receive accolades from the committee for the kind of job that has been 
done. We have here one of the most difficult laws that I think has ever 
been passed by the Congress. We have overcome everyone of these 
difficulties, the log jams and the obstacles in this thing, and we are 
only a few weeks behind our most optimistic planning. We have 
spent 

Mr. Rooney (interposing). Mr. McLeod, then will you please 
explain how your plan was to take in 7,500 a month, and up to date 
the total appears to be about 6? 

Mr. McLeop. Wd did not plan to take in 7,500 a month until the 
year beginning July 1954. 

Mr. Roonry. How many did you plan to take in in the month of 
June 1954? 

Mr. Atexanper. We plan to take in 15,000 up to June 30, and you 
can estimate them any way you want 

Mr. Roonry. You say 15,000—and as against the 15,000, you say 
the number you have in now is about 6? 

Mr. ALEXANDER. Yes. And the number they had at the beginning 
of the other act was none, because they had nobody in the field to do 
the job and until we get them out into the field to do the job, we will 
not get it done. 

r. Roonry. Well, it is taking an awfully long time, it seems. 

Mr. ALEXANDER. It certainly has taken time. 

Mr. Rooney. Mr. Alexander, it is now about 8 months since this act 
was passed, and you have spent valuable time between August 1953 
and December of 1956, during which you can bring these people in, 
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Mr. ALEXANDER. We have a competent staff, a competent number 
of medical and security officers, to do the investigation, and as soon 
as we can get them out on the job, under the program we have planned 
for them, they are sincere employees, that are being put on these 
investigative jobs, and the program will be rolling, and we will get 
them on the job, get them trained to do the job, and we can start the 
visa work. 

Mr. Rooney. Well, I do not know; you were talking about a 
railroad awhile ago—— 

Mr. McLeop. Contrary to the statement that it was a bad way 
to run a railroad, I think it is a good way to run arailroad. Ido not 
see why we should hire a whole crew to run a railcoad before you 
have got any trains. We had not built the train and there was no 
reason to hire a crew last fall. We did not want to hire a lot of people, 
as we could have, and have had them sitting around doing nothing. 
We would like to gear this program so that it can be run in an econom- 
ical way. We did not want to have a train crew setting around ready 
to run a train, with no train. Now, unfortunately, we have got the 
train ready to go and we do not have the crew, but the best plans of 
mice and men sometimes go awry, but we are not too far awry. 

Mr. Gary. Have you not had applications on hand ever since this 
act was passed? 

Mr. McLzop. We have had the preference applications, yes. 

Mr. Gary. Could you not have put some security people on those 
applications immediately so that when the train was ready to go, they 
would have been screened and ready to go on the train? 

Mr. McLeop. Yes. 

Mr. Gary. Rather than waiting until after the train was ready 
to go before they were screened? 

Mr. McLeop. Many times your hindsight is better than your 
foresight. We also have a provision in the act, under which we have 
to have a return certificate from the host government, so it would not 
have done us any good to have had these people through their screen- 
ing until we got this return certificate from the government. 

Mr. Taser. You mean the local government? 

Mr. McLeop. Yes, the local government must agree to take back 
those who obtained a visa through fraud or misrepresentation. And 
it has taken time for us to explain that provision of our law to these 
foreign governments, and get them to agree. The Italian Govern- 
ment was one of the first to agree 

Mr. Atexanper. The Greek Government was first. 

Mr. McLeop. The Greek Government was first and the Italian 
Government was second; the Dutch were third and the Germans have 
not as yet agreed. They have agreed in principle. 

Mr. Rooney. Mr. McLeod, is not this something like the situation 
you testified to yesterday when it appeared from your testimony that 
you have only investigated about, possibly 25 percent of your person- 
nel in the State Department, in the period since January of 1953, and 
yesterday’s date. You ixdicated that you were going to investigate 
the other 75 percent between now and the 30th of June of this present 

ear. 
. Mr. McLeop. Since May 27, 1953. 

Mr. Rooney. Yes, I stand corrected, up to date since May 27, 
1953. 
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Mr. McLuop. Yes. 
Mr. Roonry. Between May 27, 1953, and March 16, 1954, accord- 
ing to your testimony, you have only investigated some 25 percent; 
that was your estimate, 

Mr. McLuop. Yes. 

Mr. Rooney. That is, of those in the State Department who have 
been investigated with regard to being subversive risks, but that you 
are going, after that period of time having elapsed, during which you 
have covered only 25 percent, you are going to do the remaining 75 
percent between March and June. 

Mr. McLeop. I can only observe that when the garden is ignored 
for a long time, it grows up in long weeds. We started in where the 
weeds were heavy, and that 25 percent estimate was of a numerical 
character, not of a substantive character. 

Mr. Rooney. That is all, Mr. Chairman. 

Mr. Taser. Mr. Clevenger? 

Mr. Cievencer. I may say, Mr. Chairman, that I am not finding 
fault with the delay of this program, with the unemployment situation 
in this country at 1,700,000 less than it was in May of 1950, when 
it was given as 4,728,000. I see no point in adding to the unemploy- 
ment rolls in the United States, so I am not finding fault with the 
delay at all. 

fr ALEXANDER. And may I comment on that statement, Mr. 
Chairman? 

Mr. Taser. Yes. 

Mr. ALEXANDER. There is not any substantial way we can hurry 
this up, Mr. Clevenger. It all depends upon how many Americans 
come forward with assurances of employment, with housing and 
support, and I know that the situation in the country with regard 
to unemployment will have an effect on this, and that was set out 
in our first semiannual report to the Congress. 

Mr. Crevencer. Everybody knows it will when we come to 
shifting from military to peacetime conditions, with the readjust- 
ments from peak conditions. 

Mr. ALexanper. And I want to say that we cannot hurry to bring 
everybody in under this program. I think we have—— 

Mr. Cievencer. And you can just continue at the present rate 
for a year and a half, as far as I am concerned; until we get these 
adjustments made and our own people back to work. 

{r. Roonry. May I ask this one question? In other words, if I 
understand you correctly, Mr. Alexander, you have taken into con- 
sideration the fact that there are possibly 3 5 million unemployed in 
this country now, and that has something to do with the whole delay 
in the program? 

Mr. Atexanper. No, I am not taking that into consideration. 

Mr. McLeop. May I say to you, Congressman Rooney, that under 
the provisions of the law, an alien must have job assurance before 
he can be issued a visa. We have had to negotiate with the United 
States Employment Service, as to the mechanics by which we can 
obtain job assurances. They have undertaken to certify that assur- 
ance to us, and we have an agreement that in every case, they will 
furnish that certificate to us, that the alien will not replace an Amer- 
ican, as to work or as to housing. 
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Mr. Roonry. Then do I understand that this delay was —the diffi- 
culty of this program is because of the fact that you have not had 
assurances with regard to jobs? 

Mr. McLeop. We have taken the position, sir, that there would be 
no point in staffing up, getting a lot of people overseas as to the 
optimum number to do the job, until we had some indication that the 
assurances were going to flow. We now have that indication from 
the voluntary agencies. 

Mr. Gary. Mr. Chairman, so far as I am concerned, I have never 
been too enthusiastic about this program but it does seem to me that 
we either ought to go through with the act of Congress or else we ought 
to repeal it. 

Mr. Taser. Mr. Cannon? 

Mr. Cannon. No questions. 

Mr. Taser. Dr. Fenton? 

Mr. Fenton. In trying to get people to go over on this program, 
quite a lot of expense is involved where families are taken over. 
Have you looked into the matter of getting people who do not have 
families to do this job? 

Mr. McLerop. We certainly have. And we are now in the position 
e trying to get people whether they have families or do not have 
amilies. 

We are trying to staff the program. We started out last fall in an 
attempt to try to get single people to handle the program but the 
applications were not nearly enough to warrant, in our judgment, that 
we would be successful in that procedure. 

Mr. Fenton. How do you go about getting these applicants? 

Mr. McLeop. We have a personnel office in the State Department, 
and we make known our needs to them. We could have set up our 
own personnel shop and hired some additional people to handle the 
job. But instead, we have used the established functional offices in 
the Department and we asked them to recruit these people, and they, 
I understand, have recruitment teams that have gone into the areas 
where they find people who are familiar with the foreign languages, 
in an endeavor to find those who are willing to take the job under a 
3-year program. This is another difficulty we have encountered. 
Many people dot not like the idea of taking temporary jobs, that 
paid no job security whatsoever, and it has been very difficult to 

nd people who were willing to take these jobs. As a matter of fact, 
of those who have applied, we have had about a 50 percent mortality 
in security investigations, and one of the things that we have tried 
to be very careful about in selecting these people at all times, is to 
see that they are good security risks. 

Mr. Fenton. You do not have any advertisement program in 
trying to recruit such people? 

Mr. McLeop. I think at one time, when the group became a little 
too enthusiastic, they did give out a news story that we were trying 
to recruit people, and we received serious objections with respect to 
that news story, because it was felt that Communists in this country 
would endeavor to infiltrate the program because of the recruitment 
activities. 

Mr. Fenton. I think in a matter of this kind, more progress can 
be made by going slowly and carefully. 
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Mr. McLzop. Thank you. That has been exactly Mr. Alexander’s 
point and mine. We want to plan this thing so that we could run 
this one Government temporary program right. We want to be 
associated with one program that was operated properly. And we 
have tried not to spend unwarrantedly, by setting up any adminis- 
trative superstructure or hiring people until we actually had the 
work in hand. 

Perhaps we have been a little too cautious but I do not think that 
we have. Actually we are only 2 or 3 weeks behind our schedule. 

Mr. Taser. Thank you very much, gentlemen. 

Mr. McLeop. Thank you, Mr. Chairman. 
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